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NATIONAL ECONOMIC POLICY 


RETENTION OF PART OF PROFITS BY STATE-RUN ENTERPRISES TESTED 
Beijing JINGJI GUANLI in Chinese No 12, 25 Dec 79 pp 15-19 


[Article by Ling Chen [0407 2525]: "State-Owned Enterprises Must Actively 
and Systematically Test the System of Retention of a Percentage of Profits" ] 


[Text] The partial profit retention system is an important part of the 
expansion of enterprise independence. This July, the State Council issued 
a document requiring the localities to try it out in a small number of 
enterprises and to sum up the results conscientiously. Thereafter, they 
are to expand it actively and systematically. In the last few months, 
pilot testing has developed rapidly, and as of a month ago the experimental 
enterprises amounted to about 4 percent of the total number of enterprises, 
while their profits amounted to about 30 percent of those for all enter- 
prises. Experimental use of the profit retention system has brought about 
further progress in expending enterprise financial powers. 


Implementation of the Retention of a Percentage cf Profits is an Objective 
Necessity of Economic Development 


The reform of the economic management system must accord with the require- 
ments of objective laws and must take a correct approach and set long-term 
objectives. At the same time, in dealing with the faults of the existing 
management system we must start with aspects that are currently reformable. 
Only in this way will reform of the system avoid taking a tortuous path. 


Just what is the approach to expanding enterprise economic power? We 
believe that state-run enterprises should gradually create the conditions 
for economic self-sufficiency and management of their own property. This 
approach to reform is a subject of some disagreement among theoretical and 
practical workers. The main question ‘s how to treat the enterprise: 
should it be considered the basic production unit of the national economic 
economy, or should it be treated as a producer of commodities? The next 
question is how to treat enterprises which are national property: should 
we admit that the enterprise has the right to independent cost accounting, 
and should we admit the existence of the enterprise's own economic rights 
and interests? Some comrades confuse ownership of the means of production 








and possession of the means of production. in reality, as regards enterprises 
which are national property, the two are both related and separate. 
Nationally-owned enterprises are state-owned, but the enterprise reserves 
the right to possess the means of production, to distribute them and to use 
them, and the enterprise naturally should have responsibility for manage- 
ment of the enterprise and the overall results of their management: profit 
or loss. Economic self-sufficiency as regards management of enterprise 
property does not mean that the state should not distribute and redistribute 
the nec profits from social production, but only that the scope of redistri- 
bution in the state budgec is contracted and the enterprise's initial 
distcibution expanded; the next profit which the state should collect is 
changed to the collection of taxes and interest. In this way there is no 
hindrance to national ownership of the enterprise. 


As regards the faults of the existing system of management of enterprise 
property, the main one is that receipts and distribution are too tightly 
controlled; another is that the quality of enterprise management has no 
bearing on enterprise profits or employee earnings, so that there is no 
internal economic incentive to improve enterprise economic management. 


Experimental use of the partial profit retention method in state-run 
enterprises is truly an urgently needed and also quite feasible reform. 


It will be recalled that between 1958 and 1962 partial retention of profits 
was extensively employed in industrial enterprises; at that time the enter- 
prises’ technical organization expenses, experimental new production expenses, 
labor protection expenses and incidental purchase outlays, as well as the 
enterprise incentive fund and socialism competition fund, were paid for out 

of enterprise profits at a certain rate. At the time, this method received 
much praise at the basic level, but later, owing to major economic fluc- 
tuations and other factors, it was discontinued. It should be said that 

for most old enterprises and most old plant heads and managers partial 
retention of profits is not unfamiliar. 


Some recent enterprise experiments indicate that in the implementation of 
partial retention of profits, taking economic benefit, economic results and 
economic responsibility together and taking national, enterprise and indi- 
vidual interests together, an increase in enterprise financial power produces 
good results. 


First, partial retention of profits stimulates further utilization of latent 
potential and speeds up production development. In implementing the Four 
Modernizations, existing enterprises are our forward base and point of 
departure. Effective utilization of latent potential, modernization and 
reform are the basic route to development of the national economy. Many 
enterprises with expanded financial powers have conscientiously set the 
masses in motion, utilized latent production potential, carried out difficult 
modernization and reform on a large scale, expanded their production capa- 
bilities, increased their product variety, improved product quality, and 
carried out product innovation. 











Second, it has strengthened cost accounting in the enterprises. After 
experimental implementation of partial retention of profits, the quality 

of enterprise managemeic became closely related to the enterprise's economic 
interest and the material interests of the employees, so that now many 
people are concerned with enterprise pr. duction management, more people are 
advocating cost accounting, and more peo, 'e ‘re keeping accounts. In many 
enterprises participating in the experiment, there has been an upsurge in 
development of internal cost accounting. Some enterprises worked out profit 
indicators, profitability indicators and indicators of funds allocated bo 
employees from profits down to the shop and team level and promoted energetic 
thrift measures in the shops and teams; some enterprises have further 
implemented their cost accounting systems, inatituting a series of sub- 
indicators of waste of materials, fuels, electrical energy, tools and other 
auxiliary production facilities, thus greatly decreasing consumption; still 
others have instituted a contract syatem, strengthened the system of 
economic responsibility, coordinated econom‘'c relationships within the 
enterprise, mobilized internal resources, and stimulated repair of old 
equipment and utilization of discards. Previously, administrative measures 
were used to promote economic cost accounting; assignments were made at 

each level, experience was propagandized, political mobilization was 
employed, and considerable effort was expended, and even though there was 
some effect, it was generally uneven and hard to maintain. When partial 
retention of profits was instituted, a connection was made and an external 
mechanism came into existence; everyone from top to bottom became concerned 
with economic results, pressed for economic cost accounting, and increased 
the level of economic management in the enterprise. 


Third, as a result of expansion of output, decreased operating costs, 
improved product quality and increased labor productivity, most enterprises 
achieved three increases: increased profit turned over to the state, 
increased funds retained by the enterprise, and increased earnings for the 
employees. In 84 local enterprises in Sichuan participating in the experi- 
ment, the results for the first 9 months of this year showed increases over 
last year as follows: 


Increase, %, Increase, %, Average increase 
participating nonparticipating for entire 
enterprises enterprises province, % 
Industrial gross output 
value 14.1 12.4 12.89 
Actual profits 21.8 15.0 17.93 
Profit turned over to 
state 22.6 -- -- 


The rate of increase in output and profits delivered to the state far sur- 
passed those for ordinary enterprises. At the same t me, monies retained 
by the enterprises and worker earnings also increased. 











Because these are pllot experiments, and have an exploratory character, they 
cannot achieve perfection, end it is impossible to avoid encountering some 
sort of shortcoming or problem. Currently one rather widespread reaction 
is that the regulations of the relevant departments are excessively strin- 
gent, adopting the name of “expanded economic power" but actually containing 
no expansion; in particular, the welfare fund and employee incentive funds 


are simply converted from the old method and there ie not enough opportunity 
to take account of the local conditions. We believe that this is a real 
probiem. Of the participating enterprises checked this spring, some 


expressed little interest and did not want to participate, partly for this 
reason. At the same time, the question of how often a profit would be 
collected also seems to have been a problem in some places. Some enter- 
prises in the experiment had an inadequate understanding of the importance 
of expanding enterprise independence, so that conditions were not adequate 
for utilizing the partial profit retention system. In addition, after 
expansion of enterprise financial powers, because some other aspects of 
the economic management system did not keep pace, the enterprises were 
subject to various restrictions in utilizing the monies which they retained 
from profits; for example, enterprises had the money but could not buy 
needed materials or equipment. All these are problems of progress, but we 
must take them seriously and conscientiously solve them; otherwise they 
will affect the pilot program. We believe that there is a need to summon 
all comrades who are eager for reform and are enthusiastic for the Four 
Modernizations, particularly leadership cadres at all levels who are 
concerned about and support the pilot experiment, and make them improve, 
become more effective, and act more in accordance with the requirements 

of the situation. 


The Methods of Partial Enterprise Retention of Profit Must Be In Accord 
With Our Country's Current Actual Economic Situation 


Once reform of economic management has a clear direction, it must also have 
concrete methods of implementation. These methods must change according 

to the circumstances and develop in accordance with historical development: 
it will not do to make a single effort and then relax or to set things up 
once and for all. 


The basic principle of partial) retention of profits is that of making the 
enterprises use the profits they have produced themselves to meet the needs 
of continuing simple reproduction and partly of extended reproduction. 

The specific approach is for the enterprise to keep a predetermined percen- 
tage of its profits, which increases as production management improves and 
profits increase. 


What kinds of enterprises can effectively carry out the partial retention 

of profits method? In general, all enterprises but money-losing ones can. 
Those currently selected for experimental implementation, however, must meet 
the following conditions: first, they must be on an independent cost 
accounting basis and showing a profit; second, their production systems and 








management work must be fairly normal; third, they must have undergone 
reorganization and their leadership groups must be in sound condition. In 
order to obtain many-eided experience, it is best to select enterprises of! 


different sizes in different fields, and not only chose with high profits, 
In general, money-losing enterprises cannot be included in the profit 
retention system, but in the case of enterprises which . oney~- losing 

on policy grounds, the amount by which real iosses are iess than the losse: 
fixed by the state plan can be treated as a profit and a proportion of this 


figure earmarked for retention. 


Tne scope of the profit retention system should not be oo small Otherwise 
the enterprise will have too little material incentive to promote activism, 
Neither, of course, should it be too large; otherwise it will be at odds 
with the current economic management system and results will be bad. The 
scope of profit retention affects the percentage of profit retained and the 
Size of enterprise property and its activities, and accordingiy it must be 
properly determined. We believe that on the basis of current conditions 


it can include: first, expenses for experimental production of new products, 
deducted from enterprise profits according to regulations: second, money 

for scientific research and employee technical training allocated by the 
state to the enterprise or its responsible departments; third, money for 

the employee welfare fund, taken out of operating expenses and amounting 

to 1l percent of total wages; fourth, bonuses designated by the state to 

be paid out of operating expenses; fifth, enterprise funds taken by basic- 
level enterprises out of profits, not to exceed 5 percent of total wages. 

The scope of profit retention will vary in the future according to circun- 
stances. 


How is the proportion of profits to be retained determined? Once the scope 
of profit retention is determined, in principle it can be calculated from 
the previous year's figures and the amount of profits to be handed over 

to the higher levels. But account should also be taken of historical 
circumstances, several test calculations made, and the necessary adjustments 
should be permitted on the basis of the actual situation: for example 
when in the previous year certain enterprises were not allocated research 
and development or cadre training funds by the state, or when different 
enterprises’ expenditures on experimental production amount to different 
proportions of profits and the like. A unified system is needed, but it 
should not be one rule for all, since this could easily place an uneven 
burden on enterprises. 


It would be reasonable that the proportion of profits to be retained should 
be consta’.t within one industry so that all enterprises would starc out 

on the same footing and competitive conditions and opportunities would be 
equitable. But this would mean maintaining a reasonable profit level among 
all the enterprises so that all would receive essentially the same average 
social profit. Currently this condition cannot be met: the real state of 
affairs is that profit levels vary widely from enterprise to enterprise. 
Over the short term this problem cannot be solved, and since the profit 








retencion method cannot be held up until conditions nave ali matured, the 
only way out is to designate different proportions. This means that desig- 
nation of different percentages of profits to be retained must take account 
of the different characteristics and circumstances of different departments, 
locatiors, industries and enterprise~. 


Once the proportions of profits to be retained are designated they must be 
maintained relatively stable and unfluctuating. This will help to promote 
activism on the part of enterprises and the mass of employees. Under special 
circumstances, when enterprise profits are aifected to a considerable extent, 
the proportions may be adjusted, Such circumstances may include: state 


adjustment of prices or reform of the tax system; changes in products or 

in certain shops as a result of industrial reorganization; the putting into 
operation of newly constructed or expanded shops or parts of plauis through 
State investments, and the like. Next year, when a tax on fixed assets is 
instituted and an inventory of capital and funds is used to implement a 
System pegging credits to circulating assets in some of the experimental 
enterprises, the percentage of profit to be retained should be adjusted 

at the same time. 


In order to encourage enterprise efforts to increase output and to conserve, 
to decrease production costs and increase profits, we urge that a separate 
proportion of the increase over the previous year in the profits delivered 
to the higher levels also be awarded to the enterprise ouc of profits. In 
figuring this proportion, account should be tcken of differences between 
advanced and less advanced regicts and advanced and less advanced enter- 
prises, and different levels designated; otherwise backward enterprises 
with low base figures will benefit more than advanced enterprises with high 
base figures, which will penalize them for being progressive and have a 

bad effect on the experiment. The proportion of profit increases to be 
retained can be a little high, so as to encourage enterprises to continue 
increasing output and decreasing costs, thereby increasing their gains. 


On what basis is the enterprise to receive its portion of the profits: 
monthly? or yeariy? In order to enabie the enterprise to arrange for 
timely disposal of the proportion of profits to which it is entitled, it 
is best to start by awarding the enterprise at the end of each month a 
certain proportion, say 80 percent, of the portion of profits to which it 
expects to be entitled, then at the end of the year to make a summary 
calculation on the basis of the resul s of the year's operations and to 
adjust accordingly. In this way the enterprise can use the portion of 
profits allocated to it to set up a production expansion fund, an employee 
welfare fund and an employee bonus fund and to continuously stimulate 
expansion of production and improvement of the livelihood of its employees. 








Several Problems Requiring Attention 


Implementation of the partial profit retention system will affect the 
handling of state, enterprise and worker interests and will require that 
problems that may possibly arise be thoroughly considered in advance so as 
to avoid errors. 











First, implementation must be pursued actively and systematic. ‘The number 

of participating enterprises has already been exp.nded to more than 1, 300, 
and these must be subject to reguiation at the national ieve.. he regula- 
tions must be active and fully feasible and must embody the spirit of reform, 
In the individual regions, they must be approved, the pace speeded up a bit 


and enthusiastic support given; and after a period of time they should be 


conscientiousiy summarized and good preparations made tor subsequent improve- 
ments. At present there are two tendencies as regards problems in the 
partial profit retention system: one is fear that things will be upset, 
that revenues will be adversely affected, an anxiety that makes significant 
progress impossible; the other is a feeling that the experiment does not 
go far enough, a strong desire to have its scope expanded and to raise the 
proportion much higher, and in some cases even advocacy of putting the 
System into full-scale operation instantiy. We believe that since at present 
he work of reorganizing the national economy is still in process, the 
nditions for rapid reform do not yet exist, and the hat the 
+ ment does not go far enough is unrealistic. As to those who feat 
ting onfusion and are in a state of anxiety, this is quite unnecessary. 
ihe correct attitude is one of activism and proportion, a b f that the 


experiment must be selective and its expansion gradual, that ideas and 
perceptions must be unified, and that approaches and methods must be thought 
Our 2° comprehensively as possible. 


Secondly, a correct assignment of the proportion of profits to be retained 
must be made. The success or failure of the profit retention system depends 
to a considerable degree on whether or not the proportion of profits to 

be retained is properly designated. As regards the direction of later 
development, a suitable expansion in the scope of retention may be made 

in the future, but under current conditions the five areas named above are 
most realistic. As regards expanding the proportion of profits retained, 

it has already been proposed that they be made slightiy higher. Only if 

the level is set properly for each enterprise can the policy proceed rela- 
tively smoothly so that future increases in the percentage will be the 
proper ones and other organizations will be convinced and not become angry; 
and so that, on the other hand, when enterprises’ percentages are decreased, 
they will be decreased by the right amount, and the enterprises will not 

be angry or resentful. 


Third, we must safeguard the enterprises’ right to use their shares of 
profits. The designated proportion of the profits must be reserved to the 
enterprise, which is to say that the enterprise's right to use its share 

of the profits must be securely guaranteed. It must be clearly stipulated 
that, with the exception of a suitable small amount of centralization in 
the case of considerable division into functional departments, higher-level 
departments have no right to transfer or apportion funds allocated to the 
enterprises, and cannot interfere in the enterprises’ arrangements to use 
their shares of profits or urge their own ideas on the enterprises. 











Fourth, t'e enterprises’ economic responsibilicy should be increased. By 


increasing the enterprise's power over its assets, we also increase its 
economic responsibility. Tt must take responsibility for the results of 
its operation, and it must strive to increase production, to conserve, 


ind to increase revenues, must guarantee to perform ite duty regarcing 
deliveries cto the higher levels, and must truly achi.ve the "three increases." 


[f output has not been increased, if total revenues have not risen, and the 
enterprise merely ceacc Out as ite share o° profits a portion of the amount 
whi t previously handed cver to the higter levels, it is not a suitable 
enterprise for the experiment. tn addition, the funds kept from profits 
must be us for conscieatious impiementation of the party's policies and 
the state plan, contracts strictly carried out and financial and economic 
discipline rigidly adhered to; deceptive practices are strictly forbidden. 
For the enterprise, correct use of funds retained from profits entails 


correct handling of the relationship between expanding production and 
improving the workers’ livelihood, and good management of the relationship 
between increasing collective welfare end raising individual bonuses. 


According),, whatever funds the enterprise sets up with the money retained 
from profits must be provided with the requisite instit:’ nd must be 
managed separately. The production expansion fund cann be usad for 
employee welfare or bonuses. The employee welfare func ‘st be used first 
for employee health protection and extra allowances for , expenses 
under difficult circumstances before the possibility of collective welfare 
institutions may be proposed. ‘The weifare fund may not be distributed among 


the individual employees. The employee bunus fund may vary from enterprise 
to enterprise, but since this country's production development level is 
still very low, the variation must not be very large, and the standard of 
living of the whole body of employees must be taken into account. In using 
the employee bonus fund, the principle of distribution according to work 
must be followed; higher awards should be made for more work and lower for 
less, and the practice of egalitarianism opposed. Of course, extravagance, 
waste and indiscriminate awarding of bonuses are even more impermissible. 


Fifth, enterprise retention of part of profits must be subject to democratic 
management. When the enterprise is carrying out the partial profit reten- 
tion system, its leadership must extensively propagandize to the broad mass 
of employees the importance of its reform of the financial management system 
and its relationship to the vital interests of the enterprise and its 
employees, so that everyone understands it fully. The expanded financial 
powers of the enterprise resulting from the partial profit retention system 
must be based on expansion of the democratic rights of the employees; 
otherwise petty bureaucratism will supplant big bureaucratism, a command 
mentality on the part of factory heads and secretaries will replace the 


command mentality on the part of the administrative leadership, and the system 


reform will turn out to be a reform in name only. 

Sixth, the state's leading economic and planning departments must strengthen 
overall balance. When enterprise autonomy is strengthened, a series of 
profound changes in economic life will resuit, and for the various state 











ec. ono. departmhentea ana particusa Yy PsRHHshe + peat 24) wuté Leari* 
wiii become heavier rather than ~aignhter ahd cemands wi increase inatead 
of de reas .tbh, 80 that ae@eul ie Qn OV@TaiL Dallas in the national economy 
will become even more important, For @xampie, when the enterprises pia 


replacement projects or inetitute welfare faciiities with the unde cetained 


from profite, there must be an appropriate method of arranging for the 
required materialise and faciilities and for norma) anneie to be used. Ii 
the enterprise's financial power te expanded and it hae the necessary funde, 
but cannot be guaranteed materiais and facilities, thie part of ite funds 


will inevitably clash with state planning and have a bad effect on normal 
economic ilife, 

fh summary, a@plementation of the partial profit retention method is an 
important refurm of the enterprise financial management system which has a 
rather broad .mpact, involves rather complex questions, and at the moment 
has barely been begun, #0 that 4 series of effort ie required, we belleve 
that under the centralized and unified guidance of party center and 
with the concern and support of all parties concerned, the pilot experiment 
sf partial retention of profits will truly achieve the hoped-for resuits 
and will bring 4 series of prvuiound changes to the economic management 
ayecen. 
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EOONOMLSTS DISCUSS SOCIALIST BASIC ECONOMIC LAW IN SYMPOSIUM 


be jing J NGJI YANJ I’ { SCON MiC RESEARCH ] in Chinese No l2, 20 Dec 79 


pb 42 al, ; 


[Article by Zue Jiteao [5641 0679 3447], Zhou Shaohua (0719 1421 5475) and 
Zhang Guofu [1728 0945 4395]: "Symposium by Some Beijing Economic Theorists 
and Economic Workere on Queetione of Socialist Basic Economic Law"] 


(Text] The Economic Research Institute of State Planning Commission held 
three successive symposiume in July, September and October 1989 on questions 
of the socialist basic economic iaw. Comrades from 39 units including eco- 
nomic departments, research institutes, and institutes of higher learning, 
participatei in the discussions. The symposiums were presided over by 
Comrades Wang Xiangsheng [3769 0686 0561) and Tian Fang (3944 2455], deputy 
chiefs of the Economic Research Institute of State Planning Commission. The 
meetings reviewed the experiences of the past 30 years, discussed the signif- 
icance of studying tne socialist basic economic law, the contents ana func- 
tions of this law, the way to reflect the demands of this law in the present 
period of readjustment and restoring of the national economy and work plan- 
ning, and other questions. All participants freely aired their views in a 
heatec discussion. 


The participants unanimously recognize i the great significance of discussing 
the socialist bas economic law at this time. The socialist basic economic 
law embodies the innate features of the socialist relations of production 
and determines the objective of socialist economic development. <A complete 
clarification of the objective of socialist production is of great importance 
to the policy of reac justment, restructuring, consolidation and improvement 
and in accelerating *he four modernizgations. All our economic work should 
use the basic economic law as the starting point as well as the end results. 
Therefore, the serious study, in-depth investigation and the widespread 
propagation of this law are the unshirkable duties of economic workers and 
econom, theorists. 


The participants reviewed the great achievements of our economic construction 
and analyzed the existing problems in our economic work. in the past 30 
years, we have built up on the foundation of « “poor and blank” Old China a 
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ticipants held that production as an end in any society is not based on 
people’ fantasy, at 3 mained Sy Ob ective economic iaws, or mainly 
the aracter of ownership of the means of production. If the meane of 
production are ii e hand i She Capitalists, the purpose of production 
: natura ’ ey irpius value; i* e hear of production are in 
the inde of * | ters, the purp » production is naturally to satisfy 
+) ever-grow' wmteria i iitura ceeds f the entire society. Thi 


mY : , : iwi a >) ; ° |. " el people app Ly b. ar ive 
Law roug fo Will, they d& © Wath the objectivity, governed 


Wy iw . q pre . . 
, J ~ ¢« is ' Py 7 ‘ ey £1G 
some comrude wna © purpose Of S0C141180 production is to meet four 
7 ’ ’ : tt, °? = zw _- as : _ 
reg 14 rem ’ : Ree pit i fei > no he ers 3 je@G reproGcu On, administra’ on 
and national defense construction, ard foreign aids. Among these require- 
mente, people's livelihood ipies tie foremost place. 


ome comrades he a. ‘nere if DUT OMe purpose Of production, namely, 


. ‘ , , : . ’ 144 : . , ; ™ » -« .y 
mee : : ' ;= * ' . ; =n : af » 2 ve ia +f e , . @ © LDA sf “ re) ’ ocuc ior ai 
‘Ar ale ; ‘ j rw j ~~ . re hd Cort 4 eet ‘+ “rn Ae 4 e ro4du “~- ¢ mia 
ast » ; ; ; ; | j a Wie j wa hh oy ai ; ‘a : Pp ; ey 


ior * are ‘ i , ; the purpose of production is to meet all 
four requirement tnen the requirement for people's material and cultural 


requirements may be neglected in practice. 





~Ofe comrade jn inted Out tnat pro iuc Lior Tor th | ea r pH ic? HAG 


been criticized by Hteiin long ago, and that eve st pre mt, neitner thre 
economic circle nor the iepar tment engage if ial ad openly 
advocated production for the sake of produc ion. 61 7 » Situatior 
exiete in real life. For example, in strivim for preauction, speed 
becomes the starting point for the national eco omy; but the demand ia 
oniy for the Speed in production but not ie PD 1 the improvenmeiit 

of living conditions. Agaii., in production as & ..tk, people's needs and 
benefite are disregarded when 11 efforts were blindly directed at the ful- 
fillment of @ given task. it is beyond doubt that a socialiat society 


| 


wante high production speed, the socialist basic economic law also calls 
for “inereased anc ‘mproved socialist production.” But the question is 
that the speed of the deve lopment of production is governed by var‘ous 
conditions, including objective conditions which depend on whether devel- 
opment of production will improve the people's living conditions. If 
means are used as an end, and people's living conditicns fail to ‘mprove 
along with increased production, this kind of increase in speed will 
eventually decline even though there may be &@ temporary upewing. 

some comrades heid that production for the sake of revolution is also 
against the purpose of sucialist production. Classe struggle of any kind 
is carried out for the sake of economic benefits, while political power 
is only @ means to economic benefits as an end. if the revolution is 
divorced from the economic benefits and the people's needs, it will mean 
that only political, but not economic obligations need be considered. 
Th_s will bring about economic waste and decline in production. We have 
hac a profound lesson ir this respect. 


3. On the Question of Means to an End 


All the participants nheid that under different social systems, not only the 
production as an end, but also the means to this end, are different, since 
these means are determined by the different economic conditions in differ- 
ent societies. Stalin's opinion that the means to an end reflect the 
special features of socialism is basically correct. Some comrades felt 
that tne means referred to by Stalin are in certain respects incomplete. 
For example, in production, science and technology and scientific manage- 
ment are iike two wheels, neither of which can be missing. However, 
Stalin only talked about science and technology, but not scientific man- 
agement. Some comrades held that “incessant improvement” means a lot of 
things, because the improvement includes the use of advanced production 
techniques, the complete structuring of social production departments and 
the rational disposition of productive forces, as well as the consistency 
of relations of production with the level of productive forces and sound 
economic managemei*t. 





4, #Melationship Between vocialist Basi omic Law and Other Economic 


The participants held that every form of social economy is governed by a 
number of economic lawe. None of these laws are isolated or static; they 
are G@ll interrelated and mutually regulative. if we act according to 
objective economic laws, we must conform to all laws from all different 
angles. But among all these laws, one of them plays the decisive and 
fJomirant role--and that is the basic economic law--while the role of the 
other economic laws is based on and restricted by this basic economic law. 
For example, there are laws for the planned development of national econ- 
omy requiring that the proportionate relationships be arranged for repro- 
duction according to plan in order shat there can be an overall balance. 
But there are different arrangements for proportionate relationship in 
national economy. Under conditions of socialism, all proportionate rela- 
tionships must conform to the demands of the basic economic law in order 
that the increase of consumer goods will insure the improvement of the 
people's living conditions, and at the same time enable the means of pro- 
duction to increase to such an extent as would guarantee expanded repro- 
duction. The socialist basic economic law too cannot be divorced from 
the other economic laws and play an entirely detached role. it can play 
its own role effectively only in coordination with other economic laws. 
For example, under conditions of production of commodities, if the law of 
value is violated and the compensation to the commodity producer at equal 
value is not recognized, it will certainly dampen the enthusiasm of the 
workers in production, resulting in the decline of labor productivity, 
increase of the consumption of labor and failure to increase social pro- 
duction, or to satisfy social needs. Thus if the law of value is violated, 
the basic economic law still cannot assert itself. 


The participants felt that their study of the socialist basic economic law 
had failed to catch up with the current developments, and that these three 
discussion meetings were only 4 prelude to a deeper discussion of many more 
questions. They hoped that after the necessary preparations, a large-scale 
academic discussion meeting could be held so tnat study of the socialist 
basic economic law could be further deepened. 








ECONOMIC PLANNING 


SHANGHAI FORUM ADDRESSES ECONOMIC QUESTIONS 
Shanghai JIEFANG RIBAO in Chinese 18 Jan 80 p 1 


[Article: "How Can an Old Industrial Base Make New Contributions to the Four 
Modernizations? Shanghai Forum on Economic Questions Presents Four Ideas") 


[Text] How can an old industrial base like Shanghai make new contributions 
in the four modernizations? Comrades who participated in the Shanghai Forum 
on Economic Questions gave their views on this question and had a good 
discussion. 


The Shanghai Forum on Economic Questions was organized by the Shanghai Municipal 
Planning Committee and the Shanghai Institute of Social Sciences under the 
leadership of the Shanghai CCP Municipal Committee. The discussions began 

in September of last year, and by the end of the year dozens of large and 

small conferences had been held. Over 100 persons participated in this forum, 
including leadership cadres from economic departments and theoretical workers 
from research departments and specialized schools. Implementing the policy 

of uniting theory and practice, the forum discussed, investigated and looked 
back on the history of Shanghai's economy and came up with four main ways 

this old base could make new contributions. 


First, explore rational economic structures: 


The comrades participating in the forum felt that as a result of several 
adjustments and reorganizations, Shanghai's economic front was very 
comprehensive, the level of specialized courdination was high, the integration 
of large, medium and small enterprises was good, and the city was tec!mologically 
strong. But at present there are also maladjustments between the development 
of the light, textile and handicraft industries and the raising of the 

standard of living and developing foreign trade, some maladjustments between 
the deficient production conditions of old firms and further development of 
production, and a serious imbalance in the relationship between the "bones" and 
the "flesh." This will require further alteration of the economic structure. 
To explore economic models better suited to the characteristics of Shanghai, 
the city's offices of light industry, heavy industry and finance gave their 

own views. Comrades of the Shanghai Institute of Social Sciences said: 
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Shanghai's character! ce aro lack of few materials, scarcity of land, good 
foundation, strong tecimology, and the city certainly should take advantage 
of the satrenths, avoid the weaknesses, and emphasize development of industry 
of the "four lesses and one high," 1.¢e., industries which consume less raw 
materials, consume less mergy, occupy less production land, involve lese 
pollution but have a high concentration of knowledge, 





Second, unite uncovering new potemtial end reform: 


Many comrades said that sinc he country was founded, the epeed of Shanghai's 
industria’ development has mainly depended on old industries uncovering new 
potential, and this would etill have to be done. However, uncovering new 
would have to be united with reform, Shanghai's many existing enterprises 
were built a long time ago, and with che addition of many years of uncovering 
new potential with too little compensation, the plant and machinery are 
obsolete, and working conditions are very poor. Replacements and reforms 

are urgently needed, New technologies, new techniques and new materials 
should be continuously adopted and through improving production methods, 
reproduction should be expanded. 


Third, vigorously improve the city's position and gradually improve the 
production and living environment: 


People thins that the municipa) public facilities and industrial layout left 
behind by old Shanghai are very irrational and although there have been 

some improvements since Liberation, there are still many serious problems. 
Some comrades proposed that Shanghai should develop a scientifically-based 
and legally guaranteed municipe! plan as soon as possible. Once the municipal 
plan has been approved, all firms, industries and economic offices must 
operate according to reguiations without any willful violations. Some 
comrades said that we must improve satellite town construction. We should 
study the best models for satellite ‘owns with attention to improving systems 
of production and living facilities and should design and implement a policy 
of adopting tne most beneficial satellite town conscruction and concentrate 
our efforts on constructing them by groups and stages. 


Fourth, improve management and administration, reform the economic systen, 
greatly improve the level of management and administration. 


Many comrades said that Shanghai has made some attempts in this area, for 
example the autonomy of large firms has been expanded, pilot projects in 
enterprise type companies have been set up as well as pilot projects of 
production cooperation in "joint ventures” between the people and collectives, 
and between local and outside, and industry and trade. These tests should 

be summarized and promoted actively and seriously to improve the integration 
of system reform and economic readjustment. 





Everyone looked back on the course of the 6 months of the forum and felt that 
to talk about the realization of the four modernizations was good for improving 
the level of theoretical research and for promoting the development of 
practical work so that in the future it should continue and develop. 
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GENERAL ECONOMIC LNFORMATION 


MEASURES TO FOSTER DEVELOPMENT OF INDUSTRY AT LOCAL LEVEL PROPOSED 
Beijing JINGJI GUANLI in Chinese No 12, 25 Dec 79 pp 19-20 


[Article by Fang Tongshui [2455 0681 3055], Mienyang [4875 7122] Prefecture 
Economic Committee, Sichuan: "Some Views on Accelerating the Pace of 
Realization of Latent Potential, Modernization and Reform in Industry at 
the Prefecture and County Levels" } 


[Text] In the 3 years of readjustment, a good many problems regarding how 
industry at the prefecture and county level can effectively utilize latent 
potercial, modernize and reform require exploration and solution. Here we 
put forth some views and suggestions regarding such problems. 


Prefecture and county level industry consists largely of the "five small 
industries" [iron and steel, coal, chemical fertilizer, cement, machinery], 
is primarily producing light industrial and agricultural support products, 
is close to raw material bases, is dispersed in its distribution, directly 
serves the people's livelihood and agricultural production, and has rela- 
tively strong market adaptability. It is an essential force in the national 
economy and is the arena in which labor placement is handied on a local 
scale. But for many years, owing to the interference and sabotage of the 
"gang of four" and certain incorrect leadership policies of ours, local 
industrial development has been slow, its proportion has gone awry, its 
capabilities have weakened and its base has deteriorated, so that it has 
become unsuited to the requirements of the four modernizations. Parti- 
cularly under the influence of the incorrect policies of "Basic Construction 
and Production at the Same Time" and "First Production and Then Livelihood," 
many industries have come to have only simple and crude equipment, processes 
are backward, technical personnel are in short supply, management is 
inadequate, production is not in complete sets, and contradictions between 
supply, output and marketing have arisen; these have had many subsequent 
consequences. We are considerably in arrears in worker livelihood and 
welfare and the construction of living quarters. Moreover, the original 
economic system was overly restrictive of the powers of the prefectural 

and county levels and of enterprise autonomy, imposing too narrow limita- 
tions on them, and problems remained unsolved for long periods. Accordingly, 
the mechanism of local industry is truly "operating in spite of illness," 
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and barely maintaining iteelf. Although there was a relatively great 
recovery in the first 2 years after the smashing of the "gang of four," 

and many achievements were realized, the problems have not been fundamentally 
solved. Accordingly, during the 3-year adjustment period, the urgency and 
importance of realizing Latent potential, modernizing and reforming industry 
have become much more evident. 


Mianyvang Prefecture, Sichuan, hase drawn up « preliminary program by which 
locs] industry can effectively realize latent potential, modernize and 
reform during the 3-year readjustment period. Once this plan is implemented, 
industrial output can be augmented by 100 million yuan a year, and profits 
and taxes received by the state can be increased by 30 million yuan a year, 
with complete recovery of investment in 2 years. We believe that such an 
assumption is necessary and is a minimum one. If we can carry it out, 
there will be cause for rejoicing. But the problem is that the program is 
easy but arranging for the funds and the "three resources" to implement 

it is quite difficult. In order to solve this problem, we must first 

make clear certain principles. 


l. Owing to prolonged sabotage of local industry and to its inherent 
inadequacies, it needs rest and recuperation in order to recover its 

vigor; during readjustment it needs to fill up gaps and strengthen and 
upgrade itself; by recuperating it will gain new energy and pick up speed, 
and will lay the foundation for great expansion. Accordingly, during this 
period economic policy should be rather relaxed and should not make excess 
demands or press too hard, and especially must not "drain the marsh to 

catch the fish" by focusing only on short-term rather than longer-term goals. 


2. Local small-scale industry has some features in common with national 
large-size and medium-size key industries, but it also has its own unique 
characteristics, and accordingly in addition to unified requirements it 
should be differentiated in some respects. The policy applied to large 
industry should not be used on smal) industry, nor in particular should 
attention be given only to the development of the key large and middle-size 
industries to the exclusion of the small industries. The current problem 

is that only by doing more to implement a certain policy which is beneficial 
to development of local small industry is it possible to implement better 
the “eight point" policy. 


3. We should start with respect for and expansion of the management auto- 
nomy of the enterprise, gradually reform the economic system currently in 
effect and eliminate the fetters which hinder expansion of production. By 
expanding accumulation we should carry out the policies of "storing wealth 
in the enterprise” and "storing wealth at the basic level," which are bene- 
ficial to all three parties concerned, we should use the "snowball" approach 
to "using industry to nourish industry," and we should correctly carry out 
the policy of "relying on the enterprise's own forces to expand production." 
We must not, as previously, take away the bulk of local industry's modest 
profits. 
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4. The autonomy and economic powers of industry at the prefecture and 
county levele should be suitably expanded. The prefecture and county are 
close to the basic levels and are familiar with circumstances, and aa a 

rule they can do a better job of planning production in accordance with 
local conditions. But at present, in addition to administrative author! ty 
they also entirely lack financial authority, material authority and economic 
means. Some people are saying that ''the prefectural department of industry 
and communications is a department in name only" and "what the secretary 
says doesn't count." If these situations are not remedied, they will 

have a negative effect on the development of industry. 


5. Currently the country is carrying out comprehensive investigations and 
pilot experiments related to reform of the economic system. But because 

it impacts a large area, reform of the system needs to be done as a process, 
and realizing latent potential, modernization and reform are extremely 
urgent, so that we should begin by readjusting the policies cuirently in 
effect and implementing small reforms, in order to gain time to solve the 
problems now most urgently in need of solution. 


On the basis of these ideas, and summarizing half a year's practical experi- 
ence in this prefecture's 20 units which are experimenting with expanded 
enterprise management authority, we make the following specific recommenda- 
tions for solving the problems of the funds and "three resources" needed 

for realizing latent potential, modernizing and reform. 


There are six recommendations for solving the problem of funds: 


1. Implement the system of partial retention of profits in prefectural 

and county enterprises. This means that an enterprise's actual yearly 
profit, no matter how large or small, after repayment of credits for 
technical measures, should invariably be divided up on a 4-4-2 basis, 
namely that 40 percent should be delivered to the state treasury, 40 percent 
should be kept by the financial organs at the level in question, and 20 
percent should be reserved for the enterprise, rather than having the 
enterprise funds -aken out separately. The funds retained by the enter- 
prise should be usei for replacement and renovation and for expanding 
collective welfare facilities. The funds reserved for the financial organs 
at the same level will be heid and used by the prefectural or county 
economic committees. 


2. The fixea assets depreciation rate and the proportion retained from 
depreciation charges should be increased, with the depreciation rate 
increased by 1-1.5 percent over the current 3.6 percent to roughly 5 percent. 
Of the depreciation charge, 70 percent would be given to the enterprise 
and the remaining 30 percent should, with regard to the fact that the 
prefecture and county enterprises are small and their holdings limited, 
be given to the financial organs at the same level rather than to the 
state treasury. 
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3. Taking 1976 as the base year, profits realized from utilization of 
replacement and renovation money and from newly-expanded productive capa- 
city should not be handed over to the higher levels for 2 years, but 
rather used for the ‘snowball effect" and for paying back credits. 


4, Starting from the idea of supporting the "five small industries," we 
should suitably increase the levels of current small-scale technical- 
measures credits, revolving credits for production support, and credits 
for specific items in the Light textile and small fertilizer industries. 
5. The state should continue to allocate a supplementary payment to the 


"five small industries,’ as well as whatever sums for technical measures 
it can afiord (because depreciation charges will no longer be delivered 
to higher levels, this item may be made a bit smaller), and in the local 
reserve funds we should also plan for a certain portion of monies for 
industrial use to support industrial construction expansion and technical 
measures. 





6. We suggest that 3-5 percent be deducted from the total profits made 

by factories and mining enterprises run by the center and the province, 

and made available to prefecture and county financial organs to assist 

the development of local industrial and agricultural production and 
municipal construction. In support of the construction of these instal- 
lations, the localities have performed a large number of duties regarding 
land requisition, basic construction, supply of staple and nonstaple foods, 
placement of educated youth and the Like, but where economic interests 

are concerned they have not established communications, and at the county 
level they have not really received anything other than a womentary passing 
of the God of Wealth in tax revenues; accordingly the counties should 
receive certain economic benefits. 


This will give the prefectures, counties and enterprises somewhat more 
vitality. It will also make possible greater initiative in arranging local 
production, as well as the solution of a number of key problems. 


As regards the question of how to arrange for the “three resources” and 
certain kinds of equipment required for technical innovation, the following 
approaches are suggested: 


1. The state plan should include a separate assignment to increase the 
quantities of the ‘three resources" available, rectifying previous insuf- 
ficient attention and planning. 


2. Market regulation methods should be used to compensate inadequacies 

in the state plan and specifications of the range of varieties. Prefectures, 
counties and enterprises should be permitted to undertake experiments in 
expanded enterprise jurisdiction, to engage in market regulation, and if 

the enterprise has the authority after it has fulfilled the state produc- 
tion and allocation and delivery plans, to use 20-30 percent of its excess 
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output on the market, in "public-to-public"’ form and in cooperation with 
the concerned units, to set prices according to quality and to exchange 
it for the "three resources" and equipment which they require. 


3. Within a prefecture or county which can produce its own "three resources," 
after the state allocation and supply plan is fulfilled, the excess produc- 
tion would no long .: be transferred but would be kept in the localities 

for distribution. Specifications would permit the retention of 50 percent 

of the excess output of central and provincial level plants located in 

the localities and producing cement and wood products, and it is suggested 
that of the 50 percent, the county should take 70 percent and give 30 percent 
to the localities. 
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GENERAL, ECONOMIC INFORMATION 


"READERS FORUM' ARTICLES REVIEW ECONOMIC QUESTIONS 


Law of Value 


Beijing JINGJI YANJIU [NCONOMIC RESEARCH] in Chinese No 12, 20 Dec 79 
pp 72-73 


[Article by Zhou Nianguo (0719 1626 0948]: "Two Questions on the Meaning 
of the Law of Value--Discussion With Comrade Xu Dixin [6079 3321 2450]"] 


[Text] 1. The Question of General and Individual Characters in the Law 
of Value Under Different Economic Conditions 


In his article "Severa. Questions on the Application cf the Law of Value,” 
Comrade Xu Dixin descr‘bed the roles of the law of value and the law of 
planned and proportionate development of national ecor.omy under conditions 
of socialism, saying: "The law of value plays a spontaneous and blind reg- 
ulative role, while the law of planned and proportionaie development of 
national economy plays its role according to proportionate planning. "1 

Thus he very clearly and positively asserts that the law of value even under 
the conditions of socialism plays only & spontaneous and blind regulative 
role just as it does under conditions of capitalism. In other words, the 
law of value does not assert itself according to objective economic condi- 
tions. I feel that this point deserves further discussion. 


The law of value is a common economic law for several forms of soci2ty. 
Under different social economic conditions, it has the same generai char- 
acter as well as different individual characters. The so-called general 
character refers tc the common character of the law of value in different 
societies, namely the essence or contents. The so-called individual char- 
acters refer to the particularities and differences in the law of value for 
different societies, or the individual forms in which its general character 
is expressed. 


The production and exchange of commodities still exist in both socialist 


and capitalist societies. This is the cordition for the existence of the 
law of value under two different social economic conditions. Therefore. 
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the determination of the amount of commodity value by the amount of socially 
necessary labor and the exchange of commodities a! equal value--including 
the common characteristic of price fluctuations &Sbout the value Level--are 
also practiced in two different societies. However, because of the basic 
qualitative difference in the economic conditions of the twe societies, 

that ia the qualitative difference between the systems of private ownership 
and public ownership, therefore, there are aleo individual characters to 
show their innate differences, and this accounts for the different scopes 
and forms of the application of the law of value under two different eco- 
nomic conditions. 


Under the capitalist economic conditions, the law of value takes the indi- 
vidualistic form of spontaneous and blind regulative role; this is deter- 
mined by the nature of the system of private ownership in capitalist economy 
and the competitions in social production and anarchy, or, after all, the 
basic contradiction of capitalism itself. The distribution of the means of 
production and labor power among the various production departments is 
determined by the nature of the capitalist system of private ownership as 
though they are private matters of the individual capitalists. They plan 
‘he production of their own department from their private instead of the 
social point of view, but the supply of and demand for certain articles 

nas to be regulated from the standpoint of the entire society. Therefore, 
under the system of capitalist private ownership, the law of value has to 
function spontaneously and blindly. 


On the other hand, in socialist economy, the means of production are pub- 
licly owned, and labor power is no longer ® commodity. Socialist economy 
demands that social production must be planned and proportionate. in other 
words, socialist economy means planned economy. The planning required here 
means that the state and the collective in possession of the means of pro- 
duction must not only plan for the various production departments in 
society according to the existing availability of materials in the entire 
society (including the meane of production and labor power), but also com- 
ply with the law of value from the standpoint of the terial neede of the 
entire society so that there can be 4 rational distribution of the means 
of production and manpower among these departments. This particularly 
demonstrates the ability of the state, acting on behalf of the society, 

to keep abreast of market conditions consciously, reguiariy and on its 

own initiative, to strike an overall balance, and to use the price policy 
properly in order that the subjective planning will correspond with the 
objective realities as much as possible. That is why we say that the law 
of value plays ite role in the same way as the lew of planned and propor- 
tionate development of national economy, namely & conscious and planned 
regulative role. It must, however, be pointed out that since the system 
of public ownership has not fully matured in socialist society, we cannot 
interpret socialist economic planning as an absolute planning which would 
guarantee economic development beyond question. 
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the question whether i sa f Pianned and Proport sonate National Economic 
Development Can Meatrict or Substitute for the Law of Value 


in the same article, Comrade Xu Dixin said: “In a socialist society... the 
spontaneous and blind regulative role of the law of value is restricted and 


substituted by the law of pianned and proportionate development of national 
economy. Thies view deserves further discussion, 
Fir », unger condition Of socilalign, the law of value no Longer plays ite 


apon'aneous and blind regulative role ae¢ it does under conditions of capi- 
talion. mn the contrary, ite role takes the form of conscious and planned 
regulation. Therefore, the question of the need to “restrict” or to “sub- 
atitute” it does not arise, because it is only a question of how to apply 
it. 


Secondly, ! feel that the view on the law of “restriction” is incorrect, 
because “restriction” in effect means "transformation." 


All objective laws exist objectively. in natural science, a collision 
between A positive and B negative charge wili produce m oscillation. Can 
you find any way to “restrict” the effects of collision between A positive 
and B negative eo that m osciliation wili not be produced? I think there 
is no way except to decreare or increase the amount of A or B charge. 
However, when we actually decrease or increase these charges, we violate 
the law. Iinmetead of restricting the oscillation, we change the conditions 
under which the law functions. In human society, if the relations of pro- 
duction restrict the development of the productive forces to a certain 
extent, the productive forces will demand that the relations of production 
be changed. How can you prevent the demands of productive forces for the 
change of relations of production if you cannot do anything about the 
extent of restriction on the development of productive forces? Unless you 
can change the extent of restriction, there can be no other way. However, 
when we actually do this, we will destroy the premise on which this law 
functione. Therefore, if any imw can be “restricted” according to people's 
will, it ceases to be o law. That is why “Marxism interprets scientific 
laws--regardless of the lawe of natural sciences or the laws of political 
economy--as the reflections of an objective process which are independent 
of the will of men."“ People can only learn about, master and then cor- 
rectly utilize laws. The so-called utilization of laws means the use of 
our i.itiative to conform to the objective demands of these laws as long 
acs thie can bring us positive benefits, and refraining from any action 
that, according to these same laws, may bring us harm in 4 negative way. 


The law of value, as the basic economic law of commodity production, cannot 
be restricted. Anyone claiming that is only the restriction of the role of 
the law of value and not restriction of the law of value itself is only 
quibbling. As we know, under different social conditions, the general char- 
acter of the law of value has to manifest itself through its individual char- 
acter. The role of economic laws is ‘ar more important than their names. 
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et me ask: if we discard th» role of individual characters of the law 
of vaiue and consider the contente of ite general character and ite name, 
how can we ever master thie law? As Comrade Mao Zedong aptiy put it: 
"Thies general character is contained in every individual character; with- 
out individual character, there oan be no genera) character."3 As men- 
tioned above, the role of economic laws “can be restricted,” although in 
fact, what is restricted is not the laws themselves but the social eco- 
nomic conditions under which the economic laws assert themselves. Marx 
accurately pointed out: "What can change in historically ii ffprent cir- 
cumstances is the form in which these laws assert themselves.” In other 
words, changes in the form are brought about by changes of conditions. 


Finally, the Law of value and the law of planned and pr ypor.ionate develop- 
ment of the national economy are both economic Lawes coexisting under con- 
ditions of socialism. According to the essence of the Law of value, the 
amount of commodity value is determined by the amount of socially necessary 
labor time, and commodities are exchanged at equal value. The main role of 
tr lew of value is to regulate the proportionate distribution of the means 
of production and labor power among different production departmente in the 
society, while the law of planned and proportionate development of national 
economy demands that among the production and nonproduction departments of 
the national economy, production and consumption and accumulation and con- 
sumption must be controlled by a unified plan so that the distribution of 
manpower, money and materials will follow 4 determined proportion, which 
will be beneficial for the development of national economy. Therefore, 
there is no contradiction whatsoever between the two laws. The law of 
pianned and proportionate development of national economy should respect 
the demands of the law of value and use the law of value as its basis. 

The assertion of the law of value is the manifestation of the assertion 

of the law of planned and proportionate development of national economy. 
Therefore, these two laws are mutually supplementary economic laws which 
coexist in the same society and the view of “substitution” is incorrect. 
The fact is that when an economic law is substituted by another, it means 
the substituted law has iost the social economic conditions which permit 
its existence and thus becomes inapplicable, in which case it has to make 
room for a new economic law born under new economic conditions. Like its 
peer--the law of planned and proportionate development of national economy 
which substitutes the laws of competition and of the birth of anarchy--the 
law of value asserts itself under economic conditions set up under the 
socialist system of public ownersnip after the disappearance of the capi- 
talist system of private ownership. Anyway, as long as it remains under 
conditions of socialism, how can the law of value be simply substituted? 

If it is claimed that, in the absence of any contradiction between then, 
the law of planned and proportionate developmen’ of national economy has 
already substituted the law of value, then it “can also be claimed” that 
the law of value has already substituted the lew of planned and proportion- 
ate development of national economy. 
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fart icle I “Oi Wenijie ‘P7se 2a20 Be tod she Oncept of ‘Collective 


(Text In nie arti . aide ollective Ownership,"? Comrade Xue 
Mugivo (5041 25590 2890] eaid that “the concept of collective ownership 
cannot be found” in Mar jocuman' omrade Gu Kewu [0657 0344 2976), 
in hie article "Did Marx and Engels } (Gage Cocialist Collective Ownere 
ship? took issue with the viewpoint expressed in Xue's article, and held 
that Marx and Engels actually provided the substance for the concept of 
socialist collective ownership. Yet he maintained that “the concept of 
collective ownership cannot be found in the original works” of Marx and 
Engels. While disagreeing with the viewpoint in Mue's article, I also 
feel that what Gu eaid in hie article does not correspond with facts. 


Marx did clearly put forward the concept of "collective ownership.” For 
example, in his “Excerpte From Bakunin's ‘State System and Anarchy,'" Marx, 
spearing of ‘the proletariat’s attitude toward peasants, pointed out that the 
proletariat ‘will adopt measure: in the capacity of the government to di- 
rectly improve tne peasanic' conditions, and thus win them over to the side 
of revolution; these measures should from the very beginning help promote 

the transition of private ownership to public ownership of land, and permit 
the peasants themselves to accomplish this transition through economic 
channels, But we cannot adopt any measure that is offensive to the peasants, 
such as by proclaiming the abolition of the rights of inheritance or the 
right of ownership by peasants.”/ Here Marx not Oniy clearly advanced the 
concept of “collective ownership” but also gave an in-depth definition of it. 
Thus, it can be seen that this concept was formed long ago. in his ietter to 
Bebe] in January 19% and in hie “The Question of Prench and German Peasants” 
written in 1594, the views expressed by Engels were identical with that of 
Marx. it was probably becau Oi This tnoet Sngeis eaid in the above-mentioned 
letter: “in the rent to & cOMpietely communist economy, we must adopt 
Large-scale cooperative production as an_intermediate link. Both Marx and I 
Mave never had a@ny cgoudt on is point. ; 


in recent years, many articies, and even some textbooks deaiing with this 
question either claimed that Marx and Engel did not think of it or held that 
the concept of “collective ownership” could not have appeared at that time. 
Because of the existence of the system of collective ownership in our country, 
some articles even held that our society was not exactly the kind of socialist 
society envisaged by Marx. These views are all incorrect. Furthermore, many 
articles said that Me never envisaged any system of collective ownership, 
and interpret “Critique of the Gotha Program” on the basis of this assumption. 
in fact, this is only because of 4 misinterpretation of the fact that Marx did 
not foresee the existence of commodity production in the primary phase of com- 
munism as the indication that Marx did not envisage any system of collective 
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ownership. Here what Marx analyzed wae “the cooperative society based on 


common ownership of the means of production. — le there any basis for 
assuming that this phrase did not refer to the aystem of collective owner- 
ship? 


Marx's ideas, including the idea of permitting ‘he peasants to accomplish 
the transition through economic channels, are still of great significance 
ac our guidance in handling the trangition hereafter. hie ie @ new task 
calling for wre intensive study in the light of realities. The “pauper's 
transition to higher stages of collectivization” has gone bankrupt. Was 
it not because of its deviation from thie correct path? 
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[Article by Ma Yucheng (7456 1342 2300]: “Individual Labor in Socialist 
Ec Is Not ‘Private Labor'--Discussion With Comrade Sun Huanghi [1329 
2719 1807)" 


[Text] The question whether individual labor in socialist economy is 
‘private labor’ is a basic theoretical question in political economy, con- 
cerning how to understand and interpret social commodity production, the 
law of value and a whole set of economic relationships. it deserves an 
in-depth probing. 


In his article "The Category of Private Labor in Socialist Economy "° (here- 
inafter referred to as “Category”) Comrade Sun HNuanchi said: "The so-called 
private labor refers to the ownership of labor by the producer himself. This 
ownership is a form of social possession, serving as the prerequisite for 
individuals to gain their material benefits in socialist economic life...and 
under certain specific historical conditions of the socie.y, this individual 
labor becomes private labor.” He added that the socialist society “tacitly 
recognizes unequal productive capacity of the worker as 4 natural privilege, 
and accepts the principle that the amount of people's physical and mental 
powers determines the individuals’ work: ad in each social labor day as well 
as the amount of consumer goods gained by these individuals. Here is evi- 
dently an element of individual ownership of labor in social relations.” The 
conclusion was that “in socialist economy, individual labor also has the 
features of private labor, or, in other words, the category of private labor 
exists.” I feel that this view needs further discussion. 





First, it overlooks the important material factor of the process of labor. 


Individual labor can become private labor only on two conditions: The 
laborer himself must first own or control the instruments of labor and the 
subject of labor; and, secondly, have personal freedom, or the ability to 
own or to control his own labor. If he owns only his labor but does not 
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owt, or ontroi he inet une t ,400! ind the fut ject or iabor, then 


Ownership anda control of his own labor can only be temporary. For his 
own survival, & laborer must quickly transform his own labor into other 
people's possession and all it to be coordinated with other people's 


inatrument of labor and subject of labor. Only upon the completion of 
a phase of hie labor can 4 laborer obtain the exchange value for which 
ne had sold hie labor, or @ portion of nis social labor embodied by 


vonsumer @oode. The ownership of labor by these individuals is obvious- 
ly tne result of the process of labor. Conversely, if @ laborer can own 
the instrument of labor and the subject of labor, he must be able to own 


and contr nis own labor power, because he must have personal freedom 
and own hie iabor before he can own any instrument of labor and subject 
of labor. Also, after acquiring the instrument of labor, he can see no 
need to seli his labor power to other people or to be enslaved. From 
this, we can see that a laborer's private ownership of the instrument 
of labor and subject of labor is the most important requirement as well 
@s the indispensable material factor for the existence of private labor. 
The “Category” interprets "private labor" us .\¢ labor owned by a labor- 
er, and even calls individual labor private labor in socialist production 
when the laborer owns only his own labor but neither the instrument of 
labor nor the subject of labor. “is apparentiy ignores the important 


“ 


material factor in the proce of labor. 


Secondly, it ignores the historical conditions for the existence of 
private iabor. 


Since a laborer's private ownership and cortrol of the instrument of 
labor and the subject of labor is an important prerequisite and an indi- 


cation of “private labor,” the historical conditions for its existence 
Must be very limited. in primitive communes, the instrument of labor 


and the subject of labor were publicly owned, and there was no "private 
labor” to speak of. When production wae under the system of slavery, 

the laborers--who were only &@ tool w't!h the faculty of speech of the 
slave-owner--possessed nothing st all, not even personal freedom. Again, 
there was no "private labor" to speak of. Only in feudal societies could 
laborers, peasants ani handicraft workers (or people of the same types in 
other forms of society) combine their own labor with the privately owned 
inctrument of labor and subjects of labor. Only under such conditions 
ean their individual labor be called “private labor.” 


Capitalist production is commodity production at @ high stage of develop- 
ment from simple commodity production. However, it has undergone a funda- 
mental change. In capitalist production, the laborers became hired work- 
ers. These workers lose a)l means of production and are "free" to such 

an extent that they ow. nothing at all. Their .ndividual labor certainly 
cannot be “private labor.” In his analysis of the special features of 
capitalist production, Marx pointed out: "First, the means of production 
concentrated in the hands of a small number of people is no longer the 
direct property of the individual laborers, but rather a social productive 








force, although they first appeared to be the property of the capitaliste 
who do not work. In @ bourgeois society, these capitallste are the trust- 
ees of the means of production and are entitled to all the benefits from 
this trusteeship. 


"Secondly, labor becomes social labor because of cooperation and division 
of labor and its alliance with the society in controlling the forces of 
nature.” "In these two reapects, capitalist production has done away 
with both private property and private labor, ever though they are con- 
tradictory to each other. 1l In view of the elimination of "private 
labor” by capitalist production, Marx demonstrated the laws governing 

the appearance, development and certain destruction of the capitalist 
relations of production in his monumental work "Das Kapital.” Yet in 
dealing with tne production, distribution, exchange and circulation under 
capitalism, nowhere in this book can there be found any reference to indi- 
vidual labor as "private labor." He used the concept of "private labor" 
in @ limited sense only when he described the special forms of capitalist 
production in abstract terms and observed the similarity between simple 
commodity production and general commodity producvion. 


Socialist society, which emerged from the worb of capitalist society, has 
eliminated the possession of the means of production not only by individ- 
ual laborers but also by the capitalists. It has not only developed the 
conditions for social division of labor and cooperation and the sociali- 
zation of labor, but also created higher labor productivity than that of 
capitalism. Therefore, we can say that socialist production is more 
thorough in eliminating the historical conditions for the existence of 
"private labor.” "Category" affirms that the individual labor in social- 
ist production “appears as the features of private labor." It has appar- 
ently overlooked the historical conditions on which “private labor” relies 
for its existence. 


Furthermore, it overlooks the special characteristics of individual labor 
in socialist economy. 


"Category" pointed out: “In commodity economy under the system of private 
ownership” as well as in socialist economy, “the producers are all in pos- 
session of their own labor and rely on the law of exchange of equal amounts 
of labor to satisfy their need for consumption, and so forth,” and there- 
fore, "private labor as a category is also consistent with socialist econ- 
omy." I feel that the “possession” and “law of exchange” mentioned in the 
article are the features of simple commodity production rather than the 
common features of “commodity economy under the system of private owner- 
ship” and socialist economy. 


In simple commodity production, since the instrument of labor and the 


subject of labor are privately owned by the laborers, the entire process 
of labor and its fruits naturally belong to the private individuals. At 
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the same time, since their private labor was carried out for other people, 
the use Value of the produc’. benerite other people as well, To turn what 
is useful to others into something useful to themselves, a process of 
exchange 4+ equ@i Value if necessary. therefore, it is entirely correct 

to say that they rely on the Law of exchange of equal amounts of labor to 
gatisfy their need for consumption (including the consumption on production 


Ae well oa on Livelihood). 
However, the situation of socialist production is different. Since the 
instrument of labor and the subject of labor (vhat is, the means of pro- 


duction) are publicly owned, the laborer's °‘ ving labor and materialized 
labor, which is crystallized in products tiroughout the production process, 
are publicly owned by the laborers, but rot by any laborer privately. it 

is not until the society has deducted the necessary portion of the individ- 
ual labor supplied by tne laborers that a certain proportion of consumer 
goods ‘is distributed among the indivicual laborers, and these consumer 

goods include a certain amount of social labor. Obviously, what the labor- 
ers possess is never their individual labor, but the social labor consistent 
with their individual labor. If “to each according to his work” is regarded 
as a form of exchange, then ite basis is not the law of exchange of equal 
amounts of labor, but ‘the same principle” of which "the content and form 
are changed."““ Then how can it be claimed that "the producers are all in 
possession of their own labor and rely on the law of exchange of equal 
amounts of labor to satisfy their need for ce nsumption"? 


In fact, the special character of individual labor in socialist production 
is quite obvious. Since the instrument of labor and subject of labor are 
all under the socialist public ownership system, individual labor from the 
very beginning appears as a kind of direct social labor based on the social- 
ist system of public ownership. Even though this "direct social labor” 


still needs transformation, it cannot be “private labor” after all. 
Agricuitural Econc ny 
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(Article by Li Xiangyang [2621 0076 7122]: "On Two Questions of Agricultural 
Economy” ] 


[Text] 1. law of Value Not To Be Overlooked 


To meet the requirements of the four modernizations, our socialist economy's 
relations with world economy are becoming increasingly extensive. This new 

phenomenon will naturally raise new questions. For example, along with the 

increasing expansion of foreign trade, there is the objective question as 

to how to interpret and utilize the law of value. Even in arrangements for 

the production of grain, cotton, oil, hemp, silk, tea, sugar, vegetables, 
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tobacco, fruits, medicinal herbs and miscellaneous crops which are ail 


within the agricultural department, there is the question of how to use 

the law of value consciously and boldly. Even now, when we consider the 
arrangements for production within the agricultural department, our guid- 
ing thought is that since our population is large and grain consumption 

is high, we cannot rely on the international market too much. Therefore, 
the production of cotton, ofl, hemp, silk, tea, sugar, vegetables, tobacco, 
fruits, medicinal herbs and miscellaneous crops must be arranged in such a 
way as to guarantee adequate grain production. This guiding thought sounded 
logical when our socialist economy was not much related to world economy; 
but now, it may be even more logical to adopt the guiding thought of orien- 
tating our specialized production toward the world market. in other words, 
in considering the arrangements for production within the agricultural 
department, we must first proceed from the actual conditions in each local- 
ity and produce whatever is suitable for its natural conditions. For 
example, southern Liaoning, Yantai in Shandong, and some areas in Xinjiang 
are most suitable for planting apple trees. Then we should boldly set up 
apple production bases in these areas for specialized production. The 
particularly favorable natural conditions in these localities will be given 
full play; the use of manpower and material and financial resources can be 


more concentrated; and the traditional techniques of production can be used 
to full advantage. Thus the agricultural output of various localities as 
well as the total agricultural production of the whole country can be fur- 
ther raised. This is one important lesson we have learned from the law of 
value. 


Secondly, the specialized production as mentioned above should guarantee 

our ability to establish constant and normal re'’ations with the world market. 
In other words, the surplus products from specialized production should be 
able to find their way to the world market; ve should be able to buy our 
needed grain from the world market; and the prices of the agricultural side- 
line products we sell and the grain we buy should be acceptable to us. If 
the proceeds from the apples produced in 1 mu of land in southern Liaoning 
sold in the world market are more than enough to buy the amount of grain 
which would have been produced from the same mu of land if it were not used 
for planting apples, then it is profitabie to sue that locality for spec- 
cialized production of apples. In this way, we will not only solve the 
grain problem but also gain more foreign currency for the state and increase 
the accumulation as well as the consumption for the communes and production 
brigades and teams. This is another important lesson taught us by the law 
of value. 





2. Overall Arrangement for Modernization of Agriculture by Communes 


At present, although certain production teams, or even production brigades, 
have some accumulation each year, the amounts accumulated are not enough to 
buy modern farm machines. The poor production brigades and teams which can- 
not even hope for such purchases. In some exceptional cases, production 
brigades have purchased some large farm machines, but the utilization rate 





of these machines cannot be high because of the limited farmland. There 

lo now & Constant outpouring of modern equipment which can greatly increase 
agricultural productive forces, such a5 laser breeding machine, laser field 
scanning machine, microwave weeding machines, microwave pesticide machine, 
microwave grain dehydration machine, farming airplane, and so forth. The 
purchase of any of these items, however, is beyond the capability of pro- 
duction teame or production brigades. Even though they can buy them, they 


cannot fully utilize then. 


The above-mentioned facts show that the present system of three level owner- 
ship in the countryside with the production team as the basic accounting, 
@lthnough suitable for the development of agricultural productive forces at 
present, also creates a contradiction to the objective demands of socialist 
modernization of Large-scatle agriculture. To resolve this contradiction, 

we should set up comprenensive experimental stations for agricultural mod- 
ernization at the commune level. The purchase of modern farm machines and 
other equipment should be according to the overall planning by individual 
communes and placed under @ ‘entralized management for common use. The 
funds required for setting up these experimental stations can be raised 
from three sources: First, increased accumulation through commune-run 
industry and diversified economy; second, state aids in the form of loans; 
and third, ‘the pooling of part of the accumulation funds from all production 
brigades and teams for centralized utilization. All production teams or 
production brigades should each year pay the comprehensive experimental sta- 
tions for the use of farm equipment. With the funds thus collected, the 
communes will later redeem state loans and reimburse the production teams 
or production brigades for their investments. 


Sideline Products Price Ratios 
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[Article by Su Zengtian (5685 1073 3240]: “The Question of Price Ratios 
for Agricultural Sideline Products” ] 


‘Text] In working out our price policy for agricultural products and analyz- 
ing the question of agricultural production prices, we must study not only 
the price parity between industrial and agricultural products, but also the 
rational price ratios among the agricultural sideline products. Whether the 
price ratios among agricultural sideline products are rational and whether 
they conform to the objective demands of the law of value are of great impor- 
tance in measuring the price level of these products and in promoting their 
planned and proportionate duevelopment. The price ratios for agricultural 
sideline products are + simple relations of the exchange of different 
quantities of products. Marxist political economy has taught us that there 
are price ratios among different products not because they are useful arti- 
cles, but for the reason that different products contain a common element 

of human labor which forms their value. If we compare different products 
according tc their amounts of value, and form @ certain ratio of exchange 











in terms of quantities, this ratio is called price ratio. We usually depend 
on @ comparison of the present with that of “the past to find out the price 
level of agricultural sideline products and the tendency of their develop- 
ment and changes. 


Since the founding of the People's Republic, we have many times readjusted 
the prices for our procurement of agricultural sideline products according 

to the price ratio on the whole can be said to be rational, there are still 
man’ problems, and more effort is required to attain more equitable price 
ratios. Some comrades now hold that the present ratios among agricultural 
Sideline products are not based on the analysis and comparison of the amounts 
of social value embodied in the products, but on the comparison of the pres- 
ent with the past figures of exchange which cannot be rational. For example, 
in the past, each picul of sugarcane could exchange for 20 jin of paddy. 

Now, the price for the unified purchase of grain has been raised, and if the 
price of sugarcane is not raised as well, each picul of sugarcane can only 
exchange for 16 jin; and if both prices are simultaneously increased, and by 
& wider margin for sugarcane, the amount of paddy exchanged is raised to 25 
jin from the original 20 jin. People then feel that the prices have deviated 
from or violated the law of value. This view is incorrect. There are two 
possible reasons for the fluctuations in the quantities of exchange: One is 
that the prices have not been adjusted early enough and the price ratios were 
not rational; and the other is that labor productivity for certain products 
has been relatively quickly raised, resulting in higher output and lower 
procurement prices. Therefore, a comparison of the quantities of products 
exchanged can only show the tendency of the development or change in the 
price level and provide reference data for working out product prices. The 
actual conditions of changes in the ratios among products can be objectively 
reflected only when the amount of social value of products is used as the 
basis for the measurement of price ratios. 


Here we must mention another question. In the past 10 years and more, we 
implemented the policy of "taking grain as the key link and bringing about 
an all-round development." In working out prices for the procurement of 
agricultural sideline products, we had to follow the principle of comparing 
these prices with grain price and using grain price as the basic index. Is 
this principle suitable for any place and at any time? Is this an uncircum- 
ventable principle? Can we overstep the limits prescribed by it when we 
work out price ratios for agricultural sideline products under different 
conditions, and increase the prices of certain such products by a wider 
margin? These questions deserve serious study in working out our price 
policy. If the prices of all sideline products are based on grain price 

as the basic index regardless of other factors, these prices will not be 
able to reflect the real situation. Furthermore, if the amount of social 
value of a certain agricultural sideline product is changed as a result of 
changed labor productivity, the prices of these products cannot be raised 
or lowered in time, and this will be detrimental to the development of pro- 
duction. Therefore, apart from the localities where grain forms the main 
product and in other localities where other economic crops have to compete 
with grain for more land (in which case, the use of grain prices as the 
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basic index can be preserved for working out rational prices and maintain- 
ing a suitable balance), some adjustments, or even fairly big adjustments, 
should be made on the prices of mountain products, local specialties, 
animal husbandry and some other products on the basis of the social value 
that goes into their production, and on considerations of the peasants' 
income and the needs for the development of industrial and agricultural 
production. in so doing, we are only acting according to the requirements 
of objective economic laws. 


Rational price ratios for agricultural sideline products is a fairly com- 
plex problem. We must conduct frequent and meticulous study and investi- 
gations; know about the changes in the use of technology and equipment in 
agricultural production, the organization of labor and production and the 
adoption of technology; pay attention to labor productivity and the amount 
of sociaily necessary labor time that goes into the production of various 
agricultural sideline products; and then, in accordance with the changes 
in the amount of value, make timely adjustments on the prices of those 
products which have deviated from the value in order to improve the price 
ratios and contribute to the promotion of agricultural production. 
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FUELS AND POWER 


BRIEFS 


MECHANIZED COAL MINING--Beijing, 6 Mar--Fifty-five sets of fully 
mechanized coal mining equipment were int.ioduced by 31 wells under 
Kailuan, Datong, Xuzhou, Yangquan and 13 other coal mining bureaus in 
1978, producing 18.94 million metric tons of coal, an increase of more 
than 50 percent over 1978. Per workface output of two mining teams at 
Xuzhou and Kailuan coal mines last year topped 600,000 metric tons. It 
was pointed out at the national conference on coal production, which is 
still in session, that an important measure to modernize China's coal 
industry is to promote the use of full mechanized coal mining equipment 
on a still wider scale. The conference also called for better use and 
management of new equipment in order to strive for even higher coal 
output. [Beijing XINHUA Domestic Service in Chinese 1413 GMT 6 Mar 80 OW] 
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HEAVY INDUSTRY 


BRIEFS 


NANJING METALLURGY MEETING--The Ministry of Metallurgy recently held a 
national meeting in Nanjing, Jiangsu, to evaluate key alloy iron enter- 
prises throughout the country. Representatives of the ministry, of 
various departments under the ministry and of enterprises concerned 
exchanged experience in the production of alloy iron products. Four 
advanced units, 8 advanced collectives and 16 "Red Banner" furnaces 
were selected during the meeting. [0W141351 Nanjing Jiangsu Provincial 
Service in Mandarin 1100 GMT 10 Mar 80 OW] 
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DOMESTIC TRADE 


NEGOTIATED PRICES ON CONSUMER GOODS DISCUSSED 
Questions Anawered 


Shanghai JIEFANG RIBAO in Chinese 19 Jan 80 p | 


[Article: "Responsible Comrade From the Kelevant Office of the Shanghai 
Municipal People's Government Anewers Reporter's Questions on Current 
Negotiated Pricing"] 


|Text] Recently, the number of commodities with negotiated prices in the market 
have increased. Many commodities which in the past could not be bought are 
now sold, and the market has become much more active. But for some commodities 
with negotiated prices, the same commodity has different prices in different 
stores. Some stores even deal in parity priced commodities as well as 
negotiated price commodities, while others are selling imported parity price 
commodities at negotiated prices. The masses have made many comments about 
this. The other day a reporter from this newspaper interviewed a responsible 
comrade from a relevant municipal office and asked him some questions about 
negotiated prices. We present the readers with the anewere to those questions. 


[Question] Why is there negotiated pricing? 


[Answer] In a situation where national commodities are still not abundant, 
adopting ne,otiated pricing can make up for inadequacies in state planned 
supply, enrich the standard of living, and make the market lively and 
flourishing. Purthermore, it can support the development of agricultural 
byproducts production and promote the exchange of commodities between city 
and country. Negotiated pricing is under the direction of the state plan. 
Tt is an economic method which uses market regulation and is also a buying 
and selling method of socialist commerce. Negotiated price commodities are 
mainly odd agricultural byproducts which were taken up by the state so that 
the market died. Therefore, buying and selling commodities at negotiated 
prices is in line with China's present economic situation. In addition, 
according to policy, after communes and brigades have completed their state 
plan mission, they have the right to dispose of their own agricultural 
byproducts, and at the same time, commune members are permitted to deal in a 
emall scale private plot or household sideline production. Beginning in 
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the summer of last year, Shanghai's Grain bureau, Supply and Marketing 


Cooperative, Second Commercial Bureau ahd Aquatic Products Bureau began 
negotiated pricing and featoced trade watehouses. According to incomplete 
atatiatice, by the end of last year, the value of negotiated pricing had 

reached over 1} mlilien yuan for over 100 products, Commodities that used 

to be in short eupply ef umevetliable for long pertode of time are now available, 


and the reaction of the masses hase been 4 good one, 
[Question|) On what productions can there be negotiated pricing? 


[Anewer Firet, category Chree agricultural byproducts and some handicraft 

goods from communeerun enterprises, and products of household sideline production 
of commune members, Second, category one and category two agricultural 
byproducts which the state hae permitted commune members to deal in after 

the estate plan has been completed, euch as grain, oil, aquatic products, and 
fruite. Third, commodities approved for negotiated pricing by the municipal 
people's government (including the former revolutionary committees) such as 
soybean products like bean curd and bean sprouts. Industrial products are 

not open for negotiated pricing. 


(Question) What unite can deal in negotiated price commodities? 


[Anewer) Apart [rom the supply and marketing cooperatives which can store and 
deal in any commodity, it depends basically on the categories in which the 
firm trades, though at the same time they can trade in some thinge beyond 
their normal varieties, for example, ollse from sesame, peanuts and soy beans 
are supposed to be handled by the Grain Bureau and can aleo be bought by 
fruit warehouses, but they can only be sold ae cooking oils and cannot be 
sold raw. The source of negotiated price commodities depends mainly on the 
unified production area organization of the municipal companies involved, 
although district and county companies can also go outside their areas to 
buy as appropriate. As far as the occasional category three agricultural 
byproduct brought into the city is concermed, it can be handled by the 
appropriate warehouse and other units cannot compete for it. If necessary, 
@ warehouse can be deputed to do che purchasing. The warehouse's dealings 
should be based in «a city company, and the location of the warehouse should 
not be at a rail station or wharf distribution center for category three 
agricultural, local or special products, and a warehouse should not be 
established at another place. Sales of negotiated price commodities in 
principle should aleo be according to the firm's normal dealings, and all 
the negotiated price commodities, such as small fruits, can be handled by 
all shope which belong to the firm. As concerns commodities with a supply 
volume specified by the state, the negotiated part outside of the specified 
supply volume, such as grain, oi] and bean products, can be sold by unite 
which belong to the designated firm or by specially established shops and 
stalls. Specialized warehouses can only deal in products for which there 

is both a parity and a negotiated price, but for which there is no specified 
volume guarantee. For example, specialized warehouses of the Aquatic Products 
Bureau and negotiated price aquatic products shops only can trade in the 
hairtail, which is a negotiated price fish, and vegetable markets are not 
permitted to deal in it. 
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(Question) How are negotiated prices set? 


[Anawer) The prices should be in line with the division of labor of the 
commodity dealer, i.@., aquatic products are controlled by the Aquatic Products 
Bureau, grain oil by the Grain O11 Bureau. According to conditions they can 
set a ceiling price, a bottom price or 4 floating price, Aseoctations 
between warehouses should be etrengthened to keep prices down and etabilisze 
the market. Unite that deal in more than one commodity must obey the prices 
of the responsible unit. The general principle is that it should be good 
for developing production, promote interflow of commodities between city 

and country, whatever farmers can accept, buy and sell, either pay for or 
earn from, uniform purchase emall profit [tongche weill 4827 2102 1792 04648), 
it generally ehould be lower than the rural market trading price. At the 
same time it should reduce intermediate linke and cut profit to tnerease 
sales. 


[Question] What is important in negotiated price work? 


[Anewer) Because we have not been involved in negotiated price work for very 
long some questions have not been etudied in a timely fashion and some 
questions are unavoidable in work, but when the questions are discovered 

they should be resolved as quickly as possible. As far as expanding work on 
negotiated price commodities is concerned, we should unify knowledge, be 
clear about policy, strengthen leadership, equalize prices and be good traders. 
Negotiated pricing should certainly proceed along a planned and gradual path, 
and negotiated pricing definitely ehould not be used as a method to make up 
deficits and increase surpluses and increase enterprise profits. At present, 
the commodities involved in negotiated pricing are mostly emall fruite, small 
grains, emall aquatic products and email foods. Dealing in commodities which 
have not yet been approved for negotiated pricing or have been unilaterally 
expanded and traded in beyond the approved limite of a firm should be 
immediately corrected, and commodities not yet approved for negotiated 
pricing or those whose scope is not yet clear, such as mandatory negotiated 
pricing, must be approved by municipal authorities. 


Shanghai Revamps Negotiated Pricing 
Shanghai JIEFANG RIBAO in Chinese 20 Jan 80 p | 


[Article: "Municipal Second Commercial Bureau, Aquatic Products Bureau, 
Supply and Marketing Cooperative and Grain Bureau Have Resolved To Revamp 
Negotiated Pricing") 


[Text] The last few days the Municipal Second Commercial Bureau, the Aquatic 
Products Bureau, Supply and Marketing Cooperative and the Grain Bureau have 
held a conference of cadres from municipal and district companies, conscien- 
tiously passed on the essential spirit >of the relevant municipal offices on 
the question of pricing and made some ‘>rmulations on revamping negotiated 


pricing. 


39 








Ihe Municipal Second Commercial Bureau resolved: from now on the negotiated 
price commodities handied by the Firat Management Section warehouse of the 
Vegetable Company will be freeh vegetabies, dihuoe (0966 6303), dried vegetables, 
and industria) graine and will ne longer handle other grain oils and dried 
fruits, Apart from the producte whose prices are set by the state, the 

Yantang (3535 4/43) Company will no longer expand the 20 high quality, high 
priced negotiated price sugar and cake products made from sesame and peanuts, 


The food induetry will no longer negotiate prices on dianxin [7620 1600), 

The Ayur ic Products Bureau decided; vegetable markets will all etop seliing 
negotiaied price aquatic products, parity priced aquatic products can no 
longer be sold at negotiated prices, aquatic products which come into 


Shanghai markets from outside areas will all be purchased by the gunicipal 
aquatics products warehouse and no district or other firm can interfere. 
Going abroad to make purchases will continue to be done through district 
centers and dietrict and county contacts, but if a district must go to a 
district which does not have a center, or 4 municipal company cannot make 
purchases, they must get the agreement of the municipal company. Negotiated 
price aquatic products which have already been bought can continue to be 
sold at aquatic products shops or eold to «a municipal aquatic products ware- 
house or sold at parity prices. 


Municipal Supply and Marketing Cooperatives decided: district sales offices 
should resolutely lower prices if they exceed the negotiated prices passed 
down by the municipal company. industrial goods outside of those handled 
by the industry should be supplied at prices of the major company. If it is 
actually necessary to adjust prices chey should be approved by the pricing 
bureau. 


The Municipal Grain Bureau decided: purchasing at Shiliupu (0577 0362 6917), 
North Station ard Gongpinglu [0361 1627 6424) wharf should be improved, the 
Grain Bureau should establish points for purchasing or request supply and 
marketing cooperatives to make purchases on their behalf, and all grains and 
oils purchased should be handed over to che Grain Bureau. 
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DOMESTIC TRADE 


HUANGPU DISTRICT ADOPTS COMMODITY PRICE RESOLUTIONS 
Shanghai JILEFANG RIBAO in Chinese 27 Jan 80 p 1 


[Article: "The Huangpu District CCP Committee and District Revolutionary 
Committee Concemed With the Interests of the Masses, Adopt Three Resolutions 
To Strengthen Administration of Market Commodity Prices") 


[Text] On the afternoon of the 25 January, the Huangpu District CCP Committee 
and the District Revolutionary Committee convened a district-wide meet ing 

of cadres in the commercial, housing repair and collective enterprise system. 
Li Donglu [2621 2639 7627), secretary of the District Committee and chairman 
of the Revolutionary Committee announced three resolutions on current 
problems in the administration of market commodity prices. 


The Huangpu District is the largest commercial district in the city and has 
a rather big impact in a number of areas. Most recently, because a number 
of unite have unilaterally pursued profits, raising prices on their own and 
negotiating prices in a reckless fashion, it has created disorder in some 
commodity prices in the marketplace, which has affected the interests of 

the masses. To strengthen administration of market commodity prices, the 
Huangpu District CCP Committee and the Revolutionary Committee have resolved: 


1) All levels of the district party organization should conscientiously 

study the relevant documents from the CG and Municipal Committee, make the 
question of commodity price administration an important part of their agenda, 
get a good grasp of it and make adequate arrangements for the marketplace and 
daily life of the people; 2) Commissions for inspecting discipline at each 
level should adopt effective measures and resolve problems which have occurred 
in present commodity prices, discover serious violations of law and discipline 
which have damaged the commodity price policy and turn them over for party 
discipline and state legal punishment. Anyone who has unilaterally raised 
prices of fee schedules after 1 November, must return to the original prices 
and fee schedules in force before 1 February. In all municipal bureau and 
municipal companies who published increases in prices and fee schedules 
subsequent to 1 November, subordinate units should report to the issuing unit 
and request that they amend them before 1 February; 3) To carry out a 
conscientious and practical investigation of commodity prices. Each unit 
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should immediately forward relevant documents to the masses, raise the knowledge 
of the importance of the commodity price question among the broad nasses of 
commercial employees, carry out an in-depth comprehensive survey and analysis 

of the commodity prices and fee schedules of each unit, propose ways of 

dealing with chem and investigate the estabiishment of an on-going commodity 
price gurvey and management system, From now on, in making rewards and economic 
punishments, according to whether or not the situation ie good, the commodity 
price policy should be an important element in evaluating enterprise and 
employee awards and year-end assesements. 
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FORE TON TRADI 


HONG KONG SEMINAR STUDIES CHINA'S ECONOMY 
Xu Dixing Heads Delegation 


Hong Kong SOUTH CHINA MORNING POST in English 8 Mar 80 Business Supplement 
pl 


[Text ] China's national economy will envisage an ‘all-round 

increase’ before the end of this decade 

This will be brought about by a re-adjusted economic 
policy and the country's determination to “moder: 
nised,” leader of a delegation of Chinese economists, Mr Xu 
Dining. said yesterday 

Mr Xu, member of the Standing Committee of China's 
National ‘s Congress, and two Chinese economists 
were talking on “China's economy in the 1980s" at a two-day 
seminar organised by the Economics Information and Agen- 
¢ 


y. 

The seminar was attended by over 200 participants from 
both local and |7 overseas countries. It will continue today at 
the Sheraton Hotel. 

“Emphasis from this year to 1983 will be put on re- 
adjusting various aspects of the economy,” said Mr Xu 

“These aspects include the proportional relations between 
accumulation and consumption, industry and agriculture, 

ion and construction, and tapping the potential of old 
enterprises and building new ones.” 

To him, the proportional relation between accumulation 
and consumption is the “most important” aspect of the 
national economy 

And, with “rational” re-adjustment, this will directly or 
indirectly change the relations between production and 
people's life, industry and agriculture, light and heavy 
indust 


ry 

Mr Xu expected after the re-adjustment period, China 
will have a new national economic scene 

@ : The country’s cultivated land will be 
devoted more to the growing of economic crops and less grain 
crops. Grain crops output by the end of this year wil! be more 
than 400 million tons per year 

: China will “discontinue” the practice of one- 
sided is on iron and stee! production, but will try to 
improve t y 

Output of ben and steel is expected to rise steadily and 
steel production might double the present output 

Coal and oil uction will not go forward very rapidly in 
the next few years But more fands will be invested in them to 
increase the production ——_ 

“It 1s not improbable that coal production will increase by 
another 100 or 200 million tons over the present figure, and 
crude oil by another several dozen million tons or even double 
the oresent figure.” said Mr Xu 





ed thw 
oncluded in 197A 


= lechnology: ( hina started to ompor adval 
omy two years ago The number of deals 
equalled ihe cetal iy the past 0 years 
‘lnport of teehnology from 148) 989 will Be even 
reater But instead of importing complete sete of equipment 
hina will gradually import mainly technology, sad Me Xu 


© Management: The bureaucratic mode of managemen) 
will eventually be replaced by strong competition among 
production unis and all depariments 

Mr Xu emphasised that this sart of competition “cannot” 
be equated with capitaliet competition. Ht is a only “a lever” 


Hong Kong SOUTH CHINA MORNING POSI 


that will push forward 


produector 


matialist country 


| Management if a 


Ihe Chinese way of modernueation must take into 
sooount that China has a population of more than 900 
millon, weak economy, immense tertiory and abundant 
resources 


Readjustment 


beltore 


in English 8 


Growth 


Mar 80 Business Supple- 


ment p 14 
China must spend at least tin Biao and the gang of and too much is invested in 
[Text | three years readjusting i's four’ inthe past 10 years construct production-ori- 
economy before devoting it His any of where the ented facilities at the cost of 





self once again to allecut 


Chinese economy had gone 


housing, education, health 


growth, a leading Chinese wrong included a long list of care and community services. 
economist said yesterday overproduction in some areas @ Too little of the national 
lt would be imposible to and underproduction in income has back into 


speed up modernisation with 
oul imtroducing some new 
propo tions in coonominc tar 


others Among them 
@ A-riculiural growth has 
been lopsided with too much 


consumption, with the result 
that incomes have shown 
little increase, if any at 


gets, Mr Dong Furen,adepu- emphasis on grain produc. and little improvement 

ty director of the Insiiiuie of tion, causing shortages of been made in the livelihood of 
Economic Studies at the Chi-  non-staple foodstuffs the individual. 

nese Academy of Socia! @ Energy or In each case, Mr Dong 
Sciences, told a seminar on have not kepi pace wit said, attempts will be made to 
China's economy industrial growth and A restore the balance. 

“To readjust the economic usage is not as efficient as in Agricultural production 
structure has become a task other countries and will 
that brooks no delay.” he A shortage of electrical be =o diversified, 
said power has kept 20 to 30 per machine technology will be 

But he added that read- cent of industrial capacity im and more attention 
jusiment must be scen as 8 unused will be paid to the immediate 
positive measure aimed al a @ in the stec! industry, needs of the people, both in 
smoother advance in the fu- production of ore has not construction and the portion 
ture matched smeiting capacity of national income devoted to 

Mr Dong said “lt is true and many stee! products are ion. 
that development of some of an inferior grade, necessi- “In the of readjust- 
branches in our economy. in tating heavy imports at the ment we will try hard to in- 
the process of the readjust- same time that domestic steel crease exports and advance 
ment, will have to siow down. is overstocked the economy t- making full 
and a few branches even have @ Machine manufacture is use of —_ tech- 
to draw back a little inefficient because of obsolete — wee 


“Yet on balance it means 
advance Over the past year 
we have already achieved ini- 
tial success in readjusting the 
economy We wil! continue to 
do so m this year and the 
neat. If three years are not 
enough for this purpose, 
another year will be devoted 
wort 

Mr Dong laid particular 
blame for the probiem on 
“the terrible havoc caused by 


equipment. insufficient auto- 
mation and machine tools 
that are inadequate for the 
precision manufacture now 
required 

Many machine products 
lag 20 years behind in tech- 
nology and agam there is 


overproduction in some types 
and underproduction in 
others 

® Too much capital con 
struction is poorly planned 


imbalances in the structure of 
the national economy, even 
after the readjustment. 

“However, by then the 
— Cc, ~ will —_= 
greatly mproved 
some a te relation- 
ships will be co-ordinated in a 
gradual way’ 








"Advant “Bweour , 


Deve Loy ment 


Mticipated 


Hong Kony SOUTH CHINA MORNING POST in Eneliah 10 Mar &O business Supple- 
ment pp tl, 14 
llext | China's offer of The two-day seminar, Shangha: will not be de 


CSO: 


incentives designed to 

draw in foreign capi- 

tal will not be incom- 
atible with Hong- 
ong’s interest. 


Instead, the economic 
growth of China and the 
— 4164) ties be- 
tween | two trading 
partners will be “advanta- 
geous” to Hon , ac 
cording to the rofa 
high-powered Chinese eco- 
nomic delegation, Mr Xu 


ernment Secretariat 
os address at a seminar 
on China's economy in the 
1980s 

The setti 


up of a China 
Desk in the 


retariat was 


Mr Xu said: “We welcome 
the setting uP of this new 
organisation which could heip 
to solve conflicts and promote 
Chine and Hongh between 

ina a kong 

“This is useful for the 
development of both sides © 

Mr Xu pointed out that 

has had a rapid 

h over the past 30 years 

: q high interest rates and 

igh income tax are among 

some of the “conflicts” in this 
territory 

— —— - deny that A 
is better for Hongkong a 
foreign businessmen to invest 
in labour-intensive industries 
in China's special economic 
zones because of the better 
metSome industrial develop- 

i 
ment in the Guangdong spe- 
cial economn zones may be 
similar to ong’s, but 
economic deve is in 
Hongkong and China wil’ 
create an interacting effect 
This, however, is advanta- 


= to Hongkong,” said Mr 


4020 


which ended on Saturday, 
had aroused reaponse 
from the business, Govern 
ment and academic sectors of 
Hongkong and |? overseas 
counties 
More than 200 partic 
pants aitended 
Speakers on the second 
day were Mr Gu Nian-liang 
associate researcher 
the Institute of the Chinese 
Academy of Social Scvences, 
Mr Sun Ru, deputy director 
of Guangdon incial 
Institute of Pronoph and 
Social Sciences, and Mr Cai 
Bei-hua, vice-president of 
Shangha: Academy of Socia! 
noes 
» Mr Cai paid vee to 
ongkong’s contribut to 
Shangha: 


i$ economic develop 


ment 

He said: “The import, ex- 
port and re-export trade be- 
tween Hongkong and Sha 
hai have greatly increased in 
recent years Hongkong is 
also playing an important role 
in the communication and 
economic exchange between 
China and Taiwan 

“We are anticipating 
Hongkong investors to co- 
operate with Shanghai in 
labour-intensive = industries. 
high technology develop 
ments, cultural, educational 
and scientific researches © 

According to a 
Shangha). the tradi 

in China, has today 

F000 factories, more than 
24,000 shops and a labour 
force of four million in a 
population of 11 million 

Foreign investments in 
Shanghai in the past two 
cars mostly came from 

oa (7) par com of 

Shangha:'s tote in- 
vestments), Japan (is 
cent), Sagapere. Australie, 


Canada, Sweden, West 


1978 to September , Ox. 
== 10 joint venture deals 
which are still under negotia- 
tion, there were 600 contracts 
signed on processing and 62 
on compensation trade. 


veloped into an eeonorme spe 
el sone similar ” that of 
juengdung and Fupang,.” 
said Mi Ca _ 

But to attract foreign in 
vestments, the Shangha: Au 
thority 1s considering to 

@ develop container and 
es facilities. 

open more coastal ‘ 
in order to reduce the a a 
of those ports along the 
Vangtse River, 

develop air links with 
more countries, 

b Honghong either by ser 
wit ther by set- 
ting up an office here or send- 
ing more delegations to 


ongkons 
tr Sun Ru, presifest of 
Guaagtons Provincial Soci- 
ety coapem ics, gave a — 
on the Guangdon ‘a 
economic . (SER) its 
concept a 

According to bien, a SEZ 
is @ place which under suit- 
able conditions will be de- 
veloped and opened to over- 
seas investors 

Four places planned by 


the Guangdong Authority as 

ia! economic zones are 
Shantou (Swatow), Zhuhai 
municipality, Shenzhen 


—s Shakhou 
vast coastal area in 


Shantou is — for raising 
aquatic products, growing 
sugar-cane or developing the 
per and sugar industries to 
orm an integrated industrial 
complex 
Thuhai municipality will 
have a number of special eco- 
nomic zones to be set up near 
“Wee amp 
wo zones of two square 
kilometres each will be de- 
veloped first — one on the 
west and the other one on the 


= kilometres west of 
nzhen proper as a SEZ. 
Development will be com- 
pleted within 10 years. 

With a total area of 
1 030,000 sq metres, the SEZ 
in Shekhou will be completed 
before September 








FORELGN TRADE, 


ECONOMIST DISCUSSES GUANGDONG SPECIAL ECONOMIC ZONE 
HK190930 Hong Kong WEN WEL PO in Chinese 9 Mar 80 p 8 HK 


[Speech by Sun Ru [1327 1332] delivered at the "Seminar on China's 
Economy in the 1980's" held in Hong Kong on 7 and 8 March 1980: "The 
Guangdong Special Economic Zone--Its Concept and Prospects") 


[Text] Biographical Note on Sun Ru 


Present posts: Deputy director of the Guangdong Provincial Institute 
of Philosophy and Social Sciences, committee member of the Fourth 
Guangdong Provincial Political Consultative Conference, vice president 
of the Guangdong branch association of the Chinese People's Association 
for Friendship With Foreign Countries, vice chairman of the Guangdong 
Provincial Socialist League, president of the Guangdong Provincial 
Society of Economics. 


Main experience: He studied in the Central University of Japan during 
the 1930's. He then engaged in teaching in Malaya. He later took part 
in anti-Japanese activities in the East River area of Guangdong Province. 
During the war of liberation he worked as editor, editorial board mem- 
ber, and chief editor in various Hong Kong newspapers or magazines such 
as ZHENG BAO, HUA SHANG BAO, JINGJI DAOBAO and so on. Since liberation, 
he has respectively been deputy director of the Guangdong provincial 
bureau for trade with foreign countries and deputy director of the 
Guangdong Provincial Institute of Philosophy and Social Sciences. 


Main publications: 


1. "Talks on Politics and Economics: Capitalism" (coeditor: Zhuo 
Jiong, 1978) 


2. ‘An Explanatory Account on Wage Labor and Capital" (published in 1979) 
3. Various economic essays since 1947 in such newspapers and magazines 


as JINGJI DAOBAO, HUA SHANG BAO, LILUN YU SHIJLAN, XUESHU YANJIU, JINGJI 
YANJIU, NANFANG RIBAO and so on. [end biographical note] 
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Ladies and gentlemen, my friends: 


| have been away from Hong Kong for 30 years. During the current visit 
to this once familiar place, | feel very happy because | am able to meet 
many old friends and make some new acquaintances. Today | am going to 
talk on the issue of the Guangdong special economic zones. 


News about the establishment of special zones in Guangdong Province had 
long ago been reported in both Hong Kong and certain foreign newspapers 
and magazines. In September last year, Vice Premier Gu Mu formally 
announced at a press conference in Tokyo during his visit to Japan that 
"China has decided to establish special zones in the regions of Shenzhen 
and Zhuhai municipalities close to Hong Kong and Macao. Compatriots from 
Hong Kong and Macao as well as friends from foreign countries are welcome 
to set up all kinds of enterprises and undertakings in these regions 
either in the form of joint ventures or in the form of sole proprietor- 
ship. We shall adopt more open approaches toward the management and 
administration of these two special zones than in other inland areas." 
Also, in the second session of the Fifth People's Congress of Guangdong 
Province last December, it was resolved that special economic zones would 
be set up in Shenzhen, Zhuhai and Shantou. This announcement aroused even 
further interest in investors in Hong Kong, Macao and foreign countries. 
Some industrialists and businessmen from Hong Kong, Macao and foreign 
countries have since inspected these regions. I am now going to talk 
about the situation and views about this issue. 


I. The Concept of Special Economic Zones 


First of all, probably because many things are still being formulated, 
it seems that the concept of the forthcoming "special zones" still has 
not been clearly understood by the various quarters abroad, not even in 
Hong Kong which is close by. 


As you know, Shenzhen, which is close to Lowu, was originally a town in 
Baoan County of Guangdong Province. Early in 1979, to meet the need of 
developing special zones, the Guangdong provincial government made some 
changes in the administration system by upgrading the status of Shenzhen 
from a town to a municipality and putting the whole region originally 
belonging to Baoan County under Shenzhen Municipality. Zhuhai was also 
originally a county. It has now similarly been upgraded to a munici- 
pality. Some people have a misunderstanding that the whole of Shenzhen 
Municipality and Zhuhai Municipality will become "special zones." This 
understanding is not exact. There are others who think that any place 
which allows firms in Hong Kong, Macao and foreign countries to send in 
materials for processing and assembling and to conduct compensation 
trade will become "special zones." This understanding is also not exact, 
because as far as Guangdong is concerned, Shenzhen and Zhuhai are not 
the only two regions which accept imported materials for processing and 
assembling and introduce equipment by means of compensation trade. In 





fact, this pattern of smallescale economic cooperation has already been 
started in places including Guangzhou and many medium or small cities 

and towns in the Zhujiang Delta area. This pattern and the establish- 
ment of special zones are not one thing. These are the misunderstand- 


ings on the aspect about the places where "special zones" are to be 
established. 

The understanding about the substantial aspects of "special zones" is 
also not exact enough. For instance, in August last year a foreign 

news agency reported that China had recently decided to establish a "tax 
free zone" at Shekou in Shenzhen. In its 18 May issue of last year, an 


English weekly magazine published in Hong Kong carried an article which 
said that "Beijing is planning to establish at least two free trade 
zones--one in Shenzhen Municipality ciose to the Hong Kong border and 
the other in the industrial city of Tianjin near Beijing"; however, it 
was later amended to read as "industrial zones" in the October issue. 
[HK190935] When reporting the speech by Vice Premier Gu Mu at the press 
conference in Tokyo, a Japanese newspaper used the term "special indus- 
trial zones.’ It can be seen that the understanding by various quarters 
about the concept of “special zones’ is not yet consistent nor exact 
enough. This is so because first, the establishment of special zones is 
not merely a question of whether taxes will be levied and also the 
operation cannot be generalized as "tax free"; second, a special zone is 
not just a trade zone because other forms of enterprises are involved; 
third, it is not just an industrial zone because the establishment of 
various types of undertakings or enterprises other than industries is 
also allowed and there are even plans to set up scientific experimental 
and research centers in the zone. 


To enable the various quarters to have a more comprehensive understand- 
ing, the term "special economic zone" will be used. "Special economic 
zone'’ means that in a place with suitable conditions a certain area of 
land is to be set aside and a more open approach is to be adopted 
toward its administration than in other inland areas and that various 
forms of economic cooperation are to be conducted with the industrial 
and commercial world including foreign friends, Overseas Chinese and 
compatriots in Hong Kong and Macao. They are welcome to invest or to 
form joint ventures with China in various kinds of enterprises and 
undertakings. In the special economic zones, investors are not only 
allowed to set up factories but also to operate various kinds of service 
trades such as commerce, housing, tourism and the like. They may also 
invest in public utilities such as roads, power stations and so on. Of 
course, each special economic zone will place particular emphasis on s 
items according to its own specific conditions. 


According to my understanding, the Guangdong provincial government is 
planning to establish special economic zones in the following places: 





1. In Shekou, a peninsula about 30 km west of Shenzhen proper, a tract 
of land is asaigned as a special economic zone. The zone is 20 nautical 
miles from Hong Kong, 150 km from Guangzhou and is relatively convenient 
in both water and land transport. The construction project of this 
special zone covers a total area of about 1.03 million square meters 

and emphasis is placed on industry. The first phase of the project will 
mainly include the construction of public utilities such as harbors, 
wharves, highways, power stations, water supply stations and so on, 
Since August last year, the China Merchants & Navigation Co Ltd in Hong 
Kong fas started investing in the construction of an exclusive wharf, 
which will be 600 meters in length and will provide berths to vessels 

of 3,000 tons. Foundation works of the special zone will be completed 
before September this year. The China Merchants & Navigation Co Ltd has 
decided to invest in (?shipbreaking) and steel rolling as well as paint 
industries here. It will also cooperate with Hong Kong or Macao firms 
and foreign enterprises in joint ventures such as oxygen manufacturing, 
container building, aluminum rolling and so on. At present, a group of 
industrialists and businessmen from Hong Kong, Macao and foreign coun- 
tries have decided to invest money and set up factories here. 


2. Five km west of Shenzhen proper, a zone about 3 km wide and extend- 
ing for about 30 km toward the west is planned as a much larger special 
economic zone covering an area of more than 38 sq km. In this special 
economic zone, Hong Kong and Macao, as well as Overseas Chinese and 
foreign firms, will be encouraged to invest in the electronics, electro- 
mechanical, and instrument and meter industries as well as other light 
industries which have a good world market. The use of advanced tech- 
nology will also be encouraged. Besides industrial development, the 
special zone will also have commercial centers, residential areas and 
scientific experimental centers; investments in these projects are 
equally welcome. The construction of this special economic zone is to 
be completed step by step in a planned way within 10 years. 


3. In Zhuhai Municipality, two special economic zones are planned for 
places close to Macao. A special zone with an area of 2 sq km will 
first be set up on the east; later, another special zone will also be 
set up on the west. Besides industrial development emphasis will also 
be placed on the development of tourism and housing in these two special 
zones. 


4. In the eastern suburb of Shantou, which lies in the east of Guang- 
dong Province, a special economic zone covering an area of about 6 sq km 
is planned. There is a wide stretch of coastal land where investments 
are welcome in raising aquatic products as well as growing sugar cane, 
which can be developed into a comprehensive sugar and paper making 
enterprise. As you know, Shantou was in the past a seaport in the 
southern part of China from which ocean liners sailed direct to foreign 
countries as well as a foreign trade center for the eastern part of 
Guangdong Province. Shantou is 180 nautical miles from Hong Kong and can 
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be reached in some 10 or more hours by ship. This is a special zone 
with very great development prospects. 


The concepts of the avove-mentioned special economic zones are in the 
process of being formulated and detailed administrative provisions are 
being drawn up. In some places--like Shekou--construction work has been 
going on by the China Merchants & Navigation Co Ltd of Hong Kong since 
last year. According to what I know, the Guangdong provincial govern- 
ment welcomes the Hong Kong, Macao, Overseas Chinese and foreign indus- 
trialists and businessmen to come and invest in all sorts of enterprises 
and undertakings in these special economic Zones. 


{(HK190940} LI. Principles on the Administration of Special Zones 


Many Overseas Chinese and foreign industrialists and businessmen in Hong 
Kong, Macao and elsewhere are interested in making investments in tie 
special economic zones. They are therefore very concerned about the 
detailed administrative measures of these special economic zones. 


The administrative provisions of special economic zones are still under 
formulation and will be announced after the completion of certain legis- 
lation procedures. However, as far as I know, some principles have 
primarily been determined. These principles are: 


1. On the one hand, activities of the enterprises, undertakings and 
individuals in the special economic zones must abide by Chinese laws; 

on he other hand, there are more open administrative provisions and 
measures for them. An administrative office will be set up in the 
special zone. This is an administrative body responsible for the 
administration and management aspects of the special economic zone. 

An economic development company will also be set up in the zone and will 
be responsible for the economic development of the zone, the provision 
of all sorts of conveniences to investors and the construction of public 
facilities. 


2. Products turned out by the factories in a special economic zone must 

be exported to foreign markets. In case there is a need to sell products 
in the domestic market, applications for approval must first be made and 

a customs duty will be imposed on the products which are to be treated 

as imported goods. 


3. Investors in a special economic zone will have their investments 
protected from encroachment in accordance with the law; for this purpose 
a fairly long period will be specified during which the legitimate 
interests and the due profits of investors will be protected by law. 


4. Im the light of their own special conditions, enterprises and under- 
takings in a special zone will have to pay according to the law a certain 
amount of tax and fees including: 1) a profit tax at a lower taxation 
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rate than that in Hong Kong and which can even be further reduced accord- 
ing to regulations for certain enterprises or undertakings whose invest- 
ment have a long turnover period; and 2) land charges including the rent 
for using the Land, property tax and management fee, all of whieh will 
also be lower than those in Hong Kong. 


5. Building materials, machinery and equipment, raw and semiprocessed 
materials, fuel, semifinished products, means of transport and so on 
that enterprises and undertakings need for their own production in the 
zones may be imported duty-free; export products are also free of export 
duties. 


6. A labor service company will be set up in the zones to centralize the 
management of the labor force supply. Staff and workers will be recruited 
through examinations and only those who are best qualified will be selected 
for employment. Enterprises and undertakings may dismiss unsuitable 
workers according to legal provisions. The administrative body of the 

zone will stipulate the minimum amount of wages. 


The above are some of the basic principles | have learned, but laws and 
regulations governing their implementation are yet to be drawn up and 
promulgated. All in all, this is a new form of economic cooperation for 
China. It is a supplementary way to develop the socialist economy under 
the principles of equality and mutual benefits by using foreign capital, 
technology and managerial experience through the prevailing forms of 
international economic cooperation in the contemporary world. This will 
benefit the acceleration of China's construction of socialist moderniza- 
tion. 


China's adoption of this economic cooperative policy has been the object 
of various comments by some foreign economists and correspondents. Some 
people even cousider that this is an approach toward liberalization at the 
expense of the traditional line of Marxism-Leninism. This, I consider, 

is a misunderstanding. 


The basic views of Marxism-Leninism never suggest chat the socialist 
economy is insulated from the capitalist economy. All developments in 
the history of human society from one form of society to another newer 
form bear the significance of criticizing and inheriting the old society 
and emerge from the economic foundation of the original society. Karl 
Marx envisaged in his days: A socialist economy is a new growth upon 

the strong material basis of capitalist economy; it will criticize the 
unreasonable factors of capitalism, but will simultaneously inherit its 
reasonable factors and make use of the strong material basis created by 
the capitalist society to construct and develop the socialist economy. 

It was only because the course of social revolution was affected by 
various conditions that the countries which first established a socialist 
system were not the highly developed capitalist countries but those which 
lacked a strong material basis of capitalist economy. These countries 





therelors ® the need to make use of the material power, advanced 


technology a pood expertences in economic henagement of the well- 
developed capitaliat countries. The expertence of Soviet Russia has 
also told us that when Lenin carried out the new economic policy in the 


@arly 1920's, he did put forth the policy of being cooperative with 
foreign capitaliets, lt was only because of the various changes in 
external and internal politteal situations that thie proposal did not 


expand in soviet Aussia Experience trom practice proves that for 
count,.f{ea which have established the soclallet system, the more 
undeveloped the economy is, the more necessary it will be to pursue 

thie p f making uee of foreign capital. (HK190945] Some time in 
July last year when talking about the law on joint ventures during a 
meeting with the visiting delegation from the Japanese Mainichi Shimbun, 
Vice Premier Li Xiannian indicated that even if 100 percent foreign 


capital were employed to establish factories in certain specially 
assigned areas in China, it would only be of local significance as far 
as China's economy was concerned and would not pose any danger of 
affecting the socialist line. This is a very good answer. The policy 
of cooperating with foreign capitalists adopted by China does revive and 
exactly uphold the basic views in the tradition of Marxism-Leninism. 


Lil. Pros pe ts oj} ype lal Zones 


How about the prospects of development in the special economic zones? 
This ts a question of concern among Hong Kong, Macao, Overseas Chinese 
and foreign investors. 1 recently met with two U.S. economists and we 
talked about this question. They considered that as far as foreign 
industrialists and businessmen are concerned, the future scope for 
investments is magnificent and prospects are broad; however, people 
still worry about two problems: 


Firet, can China maintain a long-term stable political situation? This 
is a very important question. In accordance with the line fixed by the 
third plenum of the lich CCP Central Committee, our government and the 
NPC announced long ago chat starting from 1979 the emphasis on our work 
would be switched to realizing che four modernizations in socialism. 
thie requires a peaceful international environment and an internal 
political situat ior long-term stability and unity. A peaceful inter- 
national situation is what we must try hard to strive for. I do not 
intend to dwell on this issue today. To achieve internal stability and 
unity, our government has already done a great deal of work including: 
the establishment of people's democracy and a daily life governed by a 
legal system; the settlement of many historical and practical cases; the 
reversing of verdicts of many wrong, framed up and incorrect cases; the 
announcement that political movements involving the masses will not be 
carried out to the future and so on. The fact that it is necessary to 
have a political situation of stability and unity is a conclusion drawn 
from the experiences and lessons learned by all people in China since 
liberation and in particular during the 10-year period of the Cultural 








Revolution, People of the whole country do not wish to have any reoccur- 
rences of a chaotic situation. With the exception of a war torcedly 
imposed on us by enemies, people of the whole country wish to etrive hard 
devotedly, attentively and persistently for the realization of the four 
modernizations in the crucial moment of the 1980's. This is the general 
trend and popular feeling; such a historical trend is not to be obstructed 
by the disruption and sabotage of a minority of people. Therefore, the 
situation of long-term stability and unity must certainly appear in China. 
This is not to be doubted. 


Second, since foreign capital is employed to operate enterprises with a 
capitalist nature, there will certainly be exploitation. Will this 
exploitation be criticized after a certain period of time? That is to 
say, will the policy of conducting economic cooperation with foreign 
capital be changed again very soon? 


This is a very interesting question. When private investors outside 
China enter into whatever form of economic cooperation with China, their 
aim is to gain profit. There must be exploitation; this point was clear 
to us long ago. To realize the four modernizations and develop the 
socialist economy, we shall tolerate a certain degree of exploitation. 
Our basic principles are equality and mutual benefits. Foreign investors 
aim at gaining profits, and aim at realizing the construction of social- 
ist modernization. For the sake of our respective targets, there is a 
possibility of economic cooperation. That is to say on the one hand we 
will allow and help investors to get a certain amount of profits, while 
on the other hand such an economic cooperation has to bring benefits to 
the realization of our four modernizations. The so-called benefits will 
generally be reflected in three aspects: 1) The cooperation can be used 
as a bridge to introduce advanced technology and equipment; 2) qualified 
personnel who can grasp advanced technology can be cultivated through 
the cooperation; and 3) a scientific method of management can be learned 
from the cooperation. Therefore, to allow the existence of a certain 
degree of capitalist economy in some areas under the administration and 
supervision of a socialist country will benefit China's construction of 
its socialist economy. No issue here exists that needs to be criticized. 


All in all, China is a vast market with a population of almost 1 billion 
people. It has an enormous buying potential which will bring about broad 
prospects for economic cooperation in the special economic zones. At 
present, the special zone development company is making all sorts of 
preparations step by step in a planned manner to provide foreign 
investors with conveniences in setting up various kinds of enterprises 
and undertakings. First, a plan of overall construction is being drawn 
up. It is estimated that a construction blueprint will be produced 
within chis year. At the same time, construction work on transportation 
and communications has commenced. Next, a series of laws and regulations 
as well as enforcement measures will be drawn up for investors to observe 
and follow. All sorts of technical staff will then be cultivated. In the 





future, all stafi and wo.ikers taking up employment in the special zones 
will have to undergo basic training in English and fundamental technical 
knowledge. (|HK190950] Qualified financial and accounting personnel are 
also to be cultivated. All these will benefit the development of investor 
business. 


The development of the economy of the zones will forge more links and 
better cooperation with Hong Kong's economy. Nevertheless, according to 
an old Chinese saying, ‘The initial stage of any project must be full of 
difficulties.” The Guangdong special economic zone is just in the 
initial stage. There is still much preparational work demanding much 
effort. However, | believe that prospects for the zones are magnificent, 
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FOREIGN TRADI 


SHANGHAL=HONG KONG FERRY BACK AFTER 30 YEAR LAPSE 
Hong Kong SOUTH CHINA MORNING POST in English 11 Jan 80 p 10 


[Article by Tom Ashbrook |} 


Hongkong and Shangha: 
were linked once asia’ by 


regular pa ry 

we yesterday after a 

almost 30 years - 
The Shanghai Haining 


Company's . 
corpo hip’ Shanghal, Step 


anchor in ——e har- 
at 10 am - 42 


for an admiring look at Hong- 


Captain Wang Wing-kin 
said the rt ran hom Shang 
hai had been calm, wi 
smooth sailing and a travel 
time of 58 hours from port to 
port 


He said that the 
list on the service's inaugural 
voyage was short, but that 
during the Lunar New Year 
the liner is expected to be 
filled to its capacity of over 
450 passengers 


The pater ii ap | 
kong to ngha: sailing is 
already fully booked 

Most of the passengers on 


the ship's first voyage were 
overseas Chinese. and a 


spokesman for the loca! 
agents, China Merchant 

mship Navigation Ltd, 
said that fledgling trend is 


ship's library would be hard 
pressed to work his way 
through a fraction of the 
many works of Marx, Lenin, 
and Mao stocking the shelves 
there 


All the ship's fares are 
inclusive of three meals 
day, and the ship's kitchen 
provides both Chinese 
(Shanghainese) and Western 
dishes in a dining room that 
seats 270 

A smiling batch of you 

waiters and waitresses there 
erp Beate = their de- 
ight to have arrived in Hong- 
kong for the first time, and 
promised, through an inter- 
one. he - syn p be 
ih y studying Cantonese 
and English in preparation 
for their new duties 

Two doctors travel with 
the ship and provide both 
Chinese and Western medica! 
services in a fully equipped 
cline 

The ship's cinema shows 
two films per and a 
crew member said the selec. 

tions on the first crume were 
both Chinese — an opera and 


The Shangha 's political 
1s «a 
officer por out that one of 
the ship's three captains 6 a 
veteran woman sailor, the 
first Chinese woman to have 
become a full captain of a 
liner 
The Shangha: sails on its 
return voyage on Monday 
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CHiN? 


The capertise of a Hon 
kong firm is set to change t 
face of hotels in Pek: 

China. often criticised for 
not having hotels up to the 
~ go international stand- 
ard, has embarked on a pro- 
gramme which will involve 
modernisin, two hotels. and 
building ‘wo few ones, in 
Peking 

The contract for revamp 
ing the 670-room Minzo 


Hotel, and designing the in- 
terior of the new 700-room 
Kiyuen Hotel, has to the 


Hongkong design firm. Alan 
Gilbert and Associates 

The total value of the 
work at the two hotels wil! be 
around $250 million, with a 
consortium of Hongkong 
firms getting the biggest slice 

For Aian Gilbert, it's the 
Most CAxciting contract to 
come his way since the start 
of his practice in 1973 

“When the hotels are fir 
ished. they wil! be the bes: in 
Peking. he sad 

-" Peking Hotei « the 
best at the moment. bui these 
a ) 

companys terms of 

reference for the Minzo Hote) 

built in 1959, “but it looks 
4) years older.” he says 
includes redesigning ever, 
thing. right down to the box 
of maiches in the hotel room 

In October, Mr Gilbert 
and bes staff built a detail. 
perfect mack-up of thew de- 


wens in Peking 
They set up a bedroom, « 
bathroom a 4 stretch of 
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FOR MODERNIZATION OF 
MORNIN 


Dave Hadfield 


corndor. al! of which impress- 
ed the Chinese very favour- 
ably 

“The only criticism they 
had was that the table was 
three inches too big,” Mr Gil- 
bert said 

Working with the C hinese 
has been an unusual caperi- 
ence 

‘There would usually be 
between 50 and 100 of them 
at the meetings that we held 
with them 

“! think the record was 
i268” 

Mr Gilbert beleves that 
influential people in China 
have become aware of the 
need to improve their hotels 

“Twenty of their top men 
came to Hongkong last year 
and saw all the major hotels 

“That made an impression 
on them.” 


The Chinese had to bring 
in outside expertise, Mr Gil- 
bert says “because they're out 
of toweh with what's been 
happening i: hotel! design 
over the last 15 years.” 

What he has come up with 
for Peking is a blend of Euro- 
pean, traditional Chinese, 
and modern elements 


The mood in China as 
more receptive to using the 
styles of the past than it was a 
few an ago, says rv 
bert, who experienced the up- 
heavals of the cultural revolu- 
tion at first hand, yt! — 
lance my ye and film 
cameraman in China 

His designs also include 
bold splashes of colour based 


BEIJING HOTELS 


POST in English 17 Jan 80 p 10 


the inant art of 


y China -- social- 


on 


rd it as a 


unlikely allies in their drive to 
improve the standard of their 


Staff at the new hotels will 
be trained by the Hyaii Inter- 
national group, which will 
send its experts to Peking in a 
programme lasting several! 


years 

it «= also probable thai 
much of the material for the 
interior decoration of the 
hotels will come from abroad 


likely that it will choose to do 
wo 


“Most of their factories 


terior of the Regent 
Hotel in Bal, and the res- 
dents club for the Discovery 
Bay complex on Lantao I» 
land 
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KOWLOON=CANTON RALLROAD TRIAL RUN SUCCESSFUL 


Hong Kong SOUTH CHINA MORNING POST in English 18 Jan 80 p 9 


[Article by John Dikkenberg |} 


[Text } 


CSu: 


A proposed second 
th . train 
between Guangzhou and 
Kowloon successfully pass- 
ed its first trial run yester- 
day. 

The | iated the 
trip teregen i two main 
Kowloon-Canton Railway 
_— without major prob- 


However, i( was delayed 
. y- | — China 

a shunting “up 

The first train of the addi- 
tional service will run on 
A 1, — the 
recent heavy dema for 
travel into China 

Last year, 5,032,897 peo- 
ple tra to China, a 95 
per cent increase over |978 

The two daily train serv- 
wes to and from the two 
centres will now have to meet 
the demand unt) 1982 when 
modernisation and —— 
vent improvements to | 
CR line to Lowu will be 


Additional trains and 
crews will not be 
until that date, a Kowloon- 
= Railway spokesman 


The final details of the 


new service were completed 
with officials y bb 
hou Railway Admuinistrat 
on January 10 


The new train can accom- 
modate 680 


4020 


which was introduced in 
April 
welcome vadhtion the spokes. 
tion, t . 
man said it would be able to 
carry a daily turnover of 
640 passengers to Guangz- 
hou 


The new service wil! leave 
Guangzhou at 11.10 am and 
arrive at the Hunghom term). 
nal at 2.06 pm 


it will leave Hunghom at 4 
pm and arrive in Guangzhou 
at 6.54 pm 


Although the train offers 
some | facilities over 
the existing | h-train, 
the existing fare will remain 
unchanged at $54 40 plus $5 
service charge to China 
Travel Service, who will con- 
tinue to act as sole agent. 

Children bet veen five and 
10 will be accommodated for 
half fare, while children 
under five will be allowed to 


travel free 

There will be a free bag 
gage allowance of 20 kilo- 
grams for cach passenger. 


which they can carry imto 
riments 
Anything above that will 
have to be conveyed im the 
luggage van, with commensu- 
rate charges according to 


““fickets con be bought 


the China Travel Service of- 
fices in Wanchai and Tsim. 
shatsui 

The spokesman said that 
only three ca ies of pas 
sengers wil! be allowed on the 
new service 


These include Holders of 
Republic of China passports 
with visas to H , for. 
cigners, who cither have visas 
- Hongkong or who are = 
tonals not requiring visas for 
Hongkowg, and ‘holders of 

ongkong re-entr it 

As a result of the new 
through train, the timings of 


some Kowloon-Lowu trains 
will be marginally adjusted. 
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FEEDER SERVI! NAUGURA’' ypecel, S,. SHIPPING SERVICE 
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| Text 
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The ( hinese contamership 
Shun huang is Gue to arrive on 
Monday from Shangha: with 
a US Bound-cargo to be tran 
shipped on a Sea Land con 
taimership 


This voyage signifies the 
inauguration of a jot ship 
ping service by China Mer 
chants Steam vigatwr Ct; 
and Sea-Land betwee 
Shangha ind North Ameri 
ca, using Hongkong as the 
transhipment point 

Announcing the joint sery 
ice vesterday. Sea-lLand’s 
vice-president for Asia, Mr 
GM. Cople, said it will pro 
vide for the movemen of 
cargo on one bill of lading 


Last month, the Shun 
hang picked up 50 of Sea 
Land's 40-foot empty con 
ta‘ners from its terminal at 
Kwai Chung to Shanghai for 
use in the current vovage 


On the maiden voy age the 
Shun Jiang will be carrying 
47 containers of Chinese gar 


ments and other general 
cargo 
The trans-Pacilic links 


provided by Sca-Land are on 
wo Mayor routes me to 
Seattle and the Long 
Beach 

Sea-Land officials [ce! 
that the trade potential be- 
tween China and the Laned 
States is “unlimited.” and the 
joint venture would contrib- 
ule to the growth 


other 


Mr Cople said the port of 
Shangha: has caceilent poten 
tral 
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He found the present con- 
tainer facilities there satisfac- 
tory, t h no. modern 

The nese are continu. 
ing tO improve the han- 
dling facitities, Mr Cople 
said 

He could not say if China 
has any plans to —— facil). 
lies there on a par with Hong- 
kong 


The joint service will have 
iwo sailings a month 
Mr HL. Gilbertson, vice- 
chairman of Sea-Land Indus 
tries Inc, the parent company 
of Sea-Land Service Inc, said 
Sea-Land at present is not 
prepared to operate a direct 
service between Shanghai and 
the west coast of America 
He said that it is not vi- 
able to press into tron 
large containership with a ca- 
city of 1,800 to 2,000 
EUs (20-foot container 
units) until trade is fully de- 
veloped 
“it ss what | call the ‘747 
idea 
“You don't fly the 747 
Jumbo to a small airport,” he 
said 
Mr Gilbertson said a di- 
rect service would eventually 
be started 
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REFORM OF HIGHWAY TRANSPORT MANAGEMENT SYSTEM DISCUSSED 
Beijing JINGJI GUANLI in Chinese No 12, 25 Dec 79 pp 12-14 


[Article by Xia Yuechao [1115 6390 6389): "A Brief ission of Reform 
of the Highway Transport Management System" ] 


[Text] The reform of management systems which are not rational is of 
critical importance in accelerating the development of highway communica- 
tions and transport. 


This country's highway communications and transport management work is 
extremely unsystematized; there are excessively centralized and unified 
management systems and systems where the management is excessively 
decentralized to the lower levels. As regards management forms, some 
follow the Soviet model, while others are indigenous to this country; 

in addition, different provinces have different types--leading to quite 
a significant degree of variety. However, in the current stage of develop- 
ment of socialist construction, the question of how highway transport 
should be managed should not depend on people's subjective ideas, but 
should be primarily decided by highway transport's effect on and place 
in overall social and economic development and its own circumstances and 
objective economic laws. 


Communications and transport are the lifeline of the people's economy. 
They comprise railroad, highway, water and air transport systems, which 
are interrelated and also independent. As one of the basic prerequisites 
of social division of labor, highways like railroads and other communica- 
tions and transport forms play the roles of vanguards and catalysts in 
the overall national economy. Communications without highway transport 
is crippled, unbalanced communications. 


Highway transport has already become the fastest-developing mode of trans- 
port in many countries of the world. Because it has its own particular 
convenience, maneuverability and adaptability, it can both provide door- 
to-door services and direct deliveries and adapt flexibly and quickly to 
political, economic, military and public-welfare requirements. It is the 
only independent transport system which stretches over the entire country 
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like a spiderweb. in many countries, froight transport by highway already 
accounts tor more than 80 percent of total haulage by all forms of trans- 
portation, with turnover reaching about 40 percent. It not only is the 
primary means of short=haul passenger and freight transport but also takes 
care of a large quantity of Long-haul transport. People who have seen 

the Amertcan flim "Convoy" have gained a particularly vivid impression of 


this. Aeccordingiyv, tf we concentrate on rail and water communications 

and ignore highway communications, we are clearly in the wrong. 

One characteristic of hiyvhway communications is that it is ona large scale, 
far-f lung nd relatively diffuse and localized; accordingly it has been 
called "local communtcations."” But as a modernized form of transport, 
highway communications is net only an essential component of military and 


defense affairs but in addition, like the rollroads, has many defense and 
economic trunk lines which span province sunicipalities and autonomous 
regions, connect forward defense posts and the strategic rear area, and 

join the various large cities, railroad centers, harbors, airports, economic 


cooperation regions and industrial and agricultural production bases. 
These main highway lines are generally called "national highways" or 
"provincial highways." ‘They are responsible for the social circulation of 
all products of iabor, and assist national and regional economic develop- 
ment while assuring that the army will be able to carry out any critical 
deployment assignment. Accordingly, highway communications also has its 
comprehensive and centralized aspecc. Thus to give highway communications 


the hard-and-fast designation of “local communications" is quite one-sided. 


For a long time, in allocating investments the state has lumped highway 
communications with more than 10 nonindustrial departments such as educa- 
tion and health, with che resuit that its share of investment has fallen 
from an average 3 percent in the fifties to a current figure of about 1 
percent, so that certain provincial highway departments can barely afford 
simple maintenance. Marx said: "In addition to the extractive, agricul- 
tural and processing industries, there is 1 fourth material produgtion 
sector, the transport industry, for both passengers and freight." 
Accordingly, to lump highway communications, which is in the fourth material 
production sector of the national economy, together with more than 10 
nonindustrial departments not only is theoretically indefensible but also 
produces bad results in practice. 


The historical experience is worth noting. Between 1950 and 1958, because 
both centralized and dispersed systems had appeared, and the activism of 
both the center and the localities had been brought into play relatively 
well, all highways from the defense and economic trunk lines to local roads 
had undergone relatively great development; freight transport by highway 
was showing an average rate of increase of 18 percent and the quantity 

of freight carried by specialized motor vehicles was increasing at a rate 
of 37 percent per year. Starting in 1958, in order to adapt to the circunm- 
stances of the Great Leap Forward, additional stress was laid on relying 
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on the localities. and on the masses, popularization was emphasized, and 

the policy of "local, mass, popularized" mass movement was pursued on a 
large scale. This was correct at the time, and local highways underwent 
rapid development. But owing to one-sided comprehension and blind spots 

in implementation, the General Highway Office was abolished, and highway 
communications were made entirely the domain of local organs; the state 

made no investment allocations for economic trunk lines, inter-province 
highway sections or connecting routes, or independent major bridges, with 
the result that thereafter highway communications, particularly as a 
consequence of frequent urgent war preparations and disaster relief, fell 
into a passive condition where traffic could not get through, connections 
could not be made, standards were low and capabilities were small, and 
several grave problems involving failure to meet political, economic and 
military requirements emerged. Thefteafter, under the disruption and 
sabotage of Lin Biao and the "gang of four" some localities complained that 
highway transport was not sufficiently decentralized and accordingly further 
decentralized motor transport, road construction and maintenance manage- 
ment work to the prefecture or even county level. The result was reminiscent 
of feudal isolation: one county's goods could not be hauled bv another 
county, long distance passenger vehicles had to stop at county lines, no 

one repaired bridges over rivers that formed borders, no one maintained 

road sections at borders, trunk highways became dead ends, and long distance 
buses became "relay" buses. All localities had a good many such wrong- 
headed "system experiments,'' which cost the country a good deal. After a 
good many reversals, the situation has now improved somewhat, but in general 
terms the management system for highway communications and transport is 
still dispersed and local in nature and lacks a comprehensive plan and 
overall measures. 


On the one hand, the country has insufficient investments allocated for the 
construction of economic trunk lines and major independent bridges; on the 
other hand, as holdings of motor vehicles have increased, the localities 
have gained considerable revenue from road maintenance, which is a precon- 
dition for the highway industry to equip and improve itself. If it makes 
good use of this money it can effectively improve on current highway 
technology and replace ferries by bridges, upgrade highway classes and 
increase carrying capacity, but if it is still fettered by the national 
material supply system and receives insufficient quantities of the three 
major resources, it can still get nothing done. Accordingly, at the 
present time this country's highway density (even if we do not make a com- 
parison with industrially developed countries but rather with a Third World 
country), is only one-fifth that of a nation like India. Nor have we 
constructed a special-use highway with high standards and high quality. 
Many maps show bridges missing or a scarcity of ferries on trunk highways, 
which prevents free passage; in some cases traffic levels are several times 
those which were planned for, and traffic jams or blockages are a major 
problea; in some cases highways are in poor condition and travelers suffer 
major inconveniences. 
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Foreign experience and our own practice indicate that highway communications 


can be managed i Single department, whereas at present it has been highly 
fragmented. For example, city buses are managed by municipal departments of 
public works or public utilities, municipal communications are managed by 


the public security department, municipal roads are managed by public works 
committees, forestry or mining roads are managed by the relevant departments, 


motor vehicl: id accessory production are under the First Ministry of 
Machine Building, and motor vehicle distribution is under the planning 
committees. \imost all industrial and ninias enterprises or operations, 


farms and similar units have their own motor transport companies or units 

and motor vehicle repair plants. Surveys show that Lanzhou City alone has 

98 motor vehicle repair plants under the various departments and businesses. 
Some developed capitalist countries, although the means of production are 
under private ownership, are still able to take advantage of the character- 
istics of motor vehicle transport to organize specialized transport trusts 

in charge of commodi clreulation, while we, a socialist country with public 
ownership of the means of production, are unable to make suitable use of 
production facilities, casting available social circulation vehicles into 


society at random and scattering them among myriad institutions. Statistics 
indicate that the number of motor vehicles and trucks owned by this country's 
organizations and factory and mining units is about nine times that owned 
by departments s; alizins in communications, while their haulage rate is 


only 30 percent that of vehicles in the communications sector, with the 
other economic and technical indicators being just as low. This state of 
affairs not only has thrown the shipping market into chaos, but also has 
resulted in inefficient hauling on a large scale and has caused great loss 
to the national economy. Because the motor transport industry requires 
only small investments and gives rapid turnover and high profits. foreign 
capitalists all strive to enter it, whereas we are short on resources and 
funds and still cannot make thorough use of them; this is a matter worth 
serious attention. 


Moreover, owing to characteristics of the system, our public highway trans- 
port and production of specialized highway construction and repair equipment 
have for many years been in a kind of limbo. Some departments are tightly 
organized, while highway transport is extremely decentralized; others are 
hard pressed for resources and equipment, have a great deal of waste, and 
cannot get the necessary materials even if they try to use their own highway 
maintenance money to maintain roads and bridges and develop maintenance 
equipment; the local highway communications departments are giving their 
full attention to the Four Modernizations, and many projects have been 
shelved, but there is no department to head up organization and provide 
comprehensive planning. his is the current state of highway communications 
and transport management. The starting point for reform of highway communi- 
cations and transport management system should be the rapid elimination of 
this abnormal state of affairs. 


The approach taken in this reform should embody the use of objective eco- 
nomic laws to manage communications and should adopt economic methods and 








administrative methods in combination, applying economics-based management 
methods to manage all the relevant areas, while resolutely overcoming 
unjustifiable decentralization and anarchy, and should be in accord with 

all economic structures and economic systems resulting from national readjust- 
ment and reform, and with the level of development of production and 
socialization of production in the highway communications and transport 

sector itself. 


The main product of highway transport is the ton-kilometer, which is invis- 
ible and intangible and is expressed only as a necessary extension of other 
production processes. This extension of production is sometimes arbitrarily 
blocked or divided up, which affects national economic development or even 
national security. Accordingly, the nat n's relationship to highway 
transport is not only economic but alse p: litical and administrative- 
subordinative. However, the productio. : sults of highway transport can 

be accurately measured. This is whit vides the conditions for our use 

of economic measures to manage highway ansport. But work on highway 
communications, such as highway maintenance and motor vehicle inspection, 

is not supported by these conditions. Moreover, this country's highway 
communications are in a typical backward "slow down, look, then proceed" 
situation, and accordingly production organization must take care not to 
exceed its current production capacities. As a result, at the current stage, 
highway communications and transport cannot be managed solely by economic 
methods, but must also rely on administrative measures. 


For railroads, the line; for roads, the area. Unified leadership and 
echeloned management are suitable for highway communications. At present 
the nation's highway communications departments have nearly 3 million 
employees (not including those in other areas who are involved in highway 
communication and transport work), or 73 percent of all workers engaged in 
communications, transport and postal work; this is one of the departments 
with the largest numbers of personnel and the largest administrative area. 
But at the center, there is still no relatively sound functional department 
to handle the management. We suggest that a supreme general highway office 
be reconstituted or a ministry of highway communications be formed. This 
is not for the purpose of "centralization of power," but rather is in order 
to operate more effectively in accordance with objective economic laws and 
to correctly handle management tasks for the State Council and overcome the 
current grave loss of control and anarchy which exist in many areas. 
Effective highway communications and transport management organs should 
also exist at the provincial and county levels. This is not structural 
redundancy. In our country a province or even a county is equivalent to 
and as big as a small nation. In view of this fact, echeloned management 
is a necessity. Within the limits of each level's jurisdiction, it can be 
given authority to take management steps suited to local conditions, making 
it possible to compare, distinguish and stimulate improvement of the overall 
level of management quality. The practice of having the provinces and 
counties follow a stereotyped central or provincial pattern could do more 
harm than good. 








The management of municipal buses and communications, motor vehicle repair 


and spare parts production, the production of buses (including tourist buses) 
and tourism are best unified under the management of a ministry of highway 
communications. All of these functions should be performed by such a 
ministry because if they are parceled out the result will be considerable 
waste. Moreover, the result of having many management heads and many 
Separate administrator departments will be friction and conflict which 
hinder action, so that the work is best done by a single department. 

Motor transport must carry on specialized production and be managed by 
economic metiods. This will allow it to procced from the specific circunm- 
Stances, break down regional or specialization boundaries and organize 


multiprovince, multicounty general motor transport companies, branches and 
fleets and carry out independent economic accounting, thus maximizing profits 
for the state. Hereafter, state-produced automobiles and trucks should 
primarily be distributed among specialized operating departments. Provided 
that these enterprises adhere to a set of economic management measures, 
increase their transport efficiency, and improve the quality of their 

service and their competitiveness, even if motor transport organizations 

in other fields are not included in the highway communications department 

it will become a viable entity. 


Highway construction and maintenance can be managed at three levels: 

national highways, provincial highways, and county and commune roads. 

National highways will be subject to unified planning and construction by 

the central ministry and handed over to the relevant provinces, municipalities 
and autonomous regions’ management; provincial highways will be planned, 
constructed and maintained by the provinces, municipalities or autonomous 
regions; and county and commune roads will be constructed and managed by 

the counties or communes subject to unified planning by the provinces, 
municipalities and autonomous regions and run under the "local operation, 
State subsidy" system. 


The problem of the three resources (personnel, funds and materials) required 
for development of the highway sector must be appropriately solved. Statis- 
tics and analysis indicace that the rate of increase of highway carrying 
capacity must be three times the rate of growth of the value of agricultural 
production and somewhat higher than the rate of increase in total industrial 
output in order to provide adequate highway communications. In constructing 
our country, we should take account of this objective law in development 

of the national economic plans, and should give highway communications 

and transport adequate possibilities for development so that in the process 
of national economic development they can truly play a vanguard role. 
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